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Highlights of financial results for November 1999 


Budgetary deficit of $292 million 
in November 1999 


There was a budgetary deficit of $292 million 

in November 1999, compared to a surplus of 
$448 million in November 1998. Budgetary 
revenues were down $207 million (1.7 per cent), 
primarily reflecting lower employment insurance 
(EI) premium revenues and excise taxes and 
duties. Program spending was up $447 million 
(5.3 per cent), largely attributable to increased 
transfers to other levels of government and 
defence spending, while public debt charges 
increased $86 million (2.4 per cent), reflecting 
an increase in the stock of interest-bearing debt. 


Within budgetary revenues: 


e Personal income tax revenues were down 
1.3 per cent. This was attributable to transfers 
to the Canada Pension Plan Account for 
underpayments relating to previous months 
and to corporate income tax revenues, due 
to a misallocation of revenues in previous 
months. Excluding these one-time factors, 
personal income tax revenues would have 
been higher, reflecting increases in the 
number of people employed. 


¢ Corporate income tax revenues increased 
23.3 per cent. However, most of this gain was 
attributable to a transfer from personal income 
taxes, as noted above. 


¢ EI premium revenues were down 8.0 per cent, 
as a reduction in the premium rates (the 
employee rate for 1999 is $2.55 per $100 of 


insurable earnings compared to $2.70 in 
1998) more than offset an increase in the 
number of people employed. 


¢ Excise taxes and duties were down 
8.1 per cent. Net goods and services tax 
(GST) revenues declined 5.4 per cent, 
reflecting an increase in refunds and 
rebates. Customs import duties declined 
by 9.9 per cent, following a year-over-year 
decline of 10.0 per cent in October 1999. 
Other excise taxes and duties were down 
15.7 per cent, primarily attributable to the 
elimination of Air Transportation Tax. 


¢ Non-tax revenues declined 25.8 per cent. 
This component is very volatile on a monthly 
basis, reflecting the timing of receipts. 


Within program spending: 


e Major transfers to persons were up 
0.9 per cent. Elderly benefits advanced 
3.2 per cent, reflecting higher average 
benefits and an increase in the number of 
recipients. EI benefits declined 3.5 per cent, 
reflecting the continued improvement 
in labour market conditions. 


¢ Major transfers to other levels of 
government were up 8.8 per cent, reflecting 
higher Equalization entitlements. As indicated 
in the 1999 budget, Equalization entitlements 
were revised up significantly due to historical 
data revisions which indicated much 
stronger economic growth in Ontario than 
in the: 5 ANIMA SEN provinces. 
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Table 1 
Summary statement of transactions 


November April to November 
1998 Oe) 1998-99 1999-00 


(millions of dollars) 


Budgetary transactions 


Revenues [2526 eo iil@) 1015229 103,420 
Program spending -8,48 1 -8,928 -65,810 -68,065 
Operating surplus 4,045 Sobel 35,419 BRESP>) 
Public debt charges say oe -3,683 -27,496 -27,486 
Budgetary balance (deficit/surplus) 448 -292 WePss) 7,869 
Non-budgetary transactions 2,281 225 -615 -844 
Financial requirements/surplus (excluding 
foreign exchange transactions) Doe) 2,036 7,308 YAUOS 
Foreign exchange transactions -6,363 -3,320 -825 -4,183 
Net financial balance -3,634 -1,284 6,483 2,842 
Net change in borrowings Sy sau) 6,362 -15,068 -555 
Net change in cash balances -295 5,078 -8,585 225) 


Note: Positive numbers indicate a net source of funds. Negative numbers indicate a net requirement for funds. 


e Direct program spending increased by announced in the February 1999 budget and 
6.9 per cent. Subsidies and other transfers the recently announced reduction in EI premium 
were down 11.2 per cent, while payments to rates from $2.55 to $2.40 (employee rate 
Crown corporations increased 15.8 per cent. per $100 of insurable earnings) effective 
The year-over-year changes in these January |, 2000, the budgetary surplus should 
components primarily reflect the timing increase in December but then decline in the 
of payments. Operating and capital final quarter of the fiscal year. As indicated 
expenditures increased by 15.0 per cent, in The Economic and Fiscal Update, in the 
primarily reflecting higher defence spending absence of any additional policy measures, 
in meeting Canada’s international the underlying budgetary balance, based on 
peacekeeping commitments. the average of the private sector forecasts, is 
estimated at $5.0 billion for the year as a whole. 
Year-to-date: budgetary surplus Of this amount, $3.0 billion is earmarked for 
of $7.9 billion the Contingency Reserve, which if not needed, 
Over the first eight months of fiscal year pea A 8 asennad eee Hi6 
1999-2000, the budgetary surplus was estimated Budgetary revenues were up $2.2 billion, or 
at $7.9 billion, down $54 million from the 2.2 per cent, on a year-over-year basis, as higher 
surplus recorded in the same period of 1998-99. personal income tax and GST revenues more 
Based on previous years’ experience, and than offset declines in most of the other major 


including the impact of the tax relief measures revenue components. 
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Table 2 


Budgetary revenues 


November April to November 
1998 1999 Change 1998-99 1999-00 Change 
(millions of dollars) (%) (millions of dollars) (%) 
Income taxes 
Personal income tax 5,958 5,878 -1.3 48,980 51239 4.6 
Corporate income tax 1,526 1,881 UES) AM oy PT 529 -5.2 
Other income tax revenue Lg 183 5.8 12556 1,882 21:0 
Total income tax LOST 7,942 Be), 62,703 64,650 Bel 
Employment insurance premium revenues 1,194 1,098 -8.0 12,938 123332 -4.7 
Excise taxes and duties 
Goods and services tax Me Sipap 2,101 -5.4 1eS55 15,708 9.4 
Customs import duties 172 155 -9.9 1,652 P35 -7.1 
Sales and excise taxes 719 606 ala 5.827 SG -5.3 
Total excise taxes and duties 3,113 2,862 -8.1 21,834 227159 4.2 
Total tax revenues 11,964 11,902 -0.5 97,475 99,741 D3 
Non-tax revenues 562 417 -25.8 ope ian! 3,679 -2.0 
Total budgetary revenues 12526 12,319 -1.7 1OM229 103,420 DD 


¢ Personal income tax collections were up 


$2.3 billion, or 4.6 per cent. This increase 
was largely attributable to higher receipts 
from monthly deductions from employment 
income, due to increases in the number 

of people employed. Dampening these 
developments were higher personal income 
tax refunds related to the 1998 taxation 
year and higher Canada Child Tax Benefit 
payments, reflecting increases announced 
in previous budgets. 


Corporate income tax revenues were down 
$0.6 billion, or 5.2 per cent, due to the 


decline in corporate profits witnessed in 1998. 


Although corporate profits are estimated 

to have picked up strongly in the first three 
quarters of the 1999 calendar year, refunds 
related to overpayments with respect to 
taxation year 1998 and instalment payments 
based on 1998 liabilities are dampening 
revenues to date in 1999-2000. 


EI premium revenues were down $0.6 billion, 
or 4.7 per cent, as the decline in EI premium 
rates and adjustments related to previous years 
more than offset the impact of the growth in 
the number of people employed and therefore 
paying premiums. 


Excise taxes and duties increased $0.9 billion, 
or 4.2 per cent. Net GST collections were up 
$1.4 billion, or 9.4 per cent, attributable to 
the strong gains in those goods and services 
subject to the GST. Customs import duties 
were down 7.1 per cent. Sales and excise 
taxes and duties were down 5.3 per cent, in 
part attributable to the elimination of the Air 
Transportation Tax, effective November 1998. 


Non-tax revenues, consisting of the return 
on investments and other non-tax revenues, 
such as fees and proceeds from sales, 

were down 2.0 per cent. This component 
of budgetary revenues is quite volatile, 
reflecting the timing of receipts. 
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Table 3 
Budgetary expenditures 
November April to November 
1998 ESE) Change 1998-99 1999-00 Change 
(millions of dollars) (%) (millions of dollars) (%) 
Transfer payments to: 
Persons 
Elderly benefits 1,899 Oe, See 15,084 = 15,407 Die 
Employment insurance benefits 944 alll -3.5 7,054 6,880 -2.5 
Total 2,843 2,870 0.9 Z2nSS. Ele. Zot O77 
Other levels of government 
Canada Health and Social Transfer 1,042 1,042 0.0 8,392 Sa. 0.0 
Fiscal transfers 828 QHIS Ls G55 7,056 11.0 
Alternative Payments for Standing Programs -189 -188 -0.5 -1,494 -1,501 0.5 
Total 1,681 1,829 8.8 13,194 13,888 3 
Direct program spending 
Subsidies and other transfers 
Agriculture 106 Li19 WAS) 394 434 10.2 
Foreign Affairs 19 118 21,1 784 wey) 19.8 
Health 91 64 -29.7 651 651 0.0 
Human Resources Development 113 120 6.2 1,091 986 -9.6 
Indian and Northern Development Dips 269 -1.1 Distr) 2183 2d 
Industry and Regional Development 120 108 -10.0 881 844 -4.2 
Veterans Affairs Hale) 116 0.9 910 971 L2 
Other 398 182 -54.3 [5593 o30) -16.5 
Total 1,234 1,096 eile COT 8,888 -1.5 
Payments to Crown corporations 
Canadian Broadcasting Corporation 80 80 0.0 585 565 -3.4 
Canada Mortgage and Housing Corporation 143 150 4.9 1,145 BOs 4.4 
Other 69 108 56.5 650 701 7.8 
Total 292 338 15.8 2,380 2,461 3.4 
Operating and capital expenditures 
Defence 748 1,031 Sh 7D 6,624 10.9 
All other departmental expenditures 1,683 1,764 4.8 13,096 PS OL7 6.3 
Total 2,431 2195 15,0 19,071" 20/541 Wp 
Total direct program spending 3957 4,229 6.9 30,478 31,890 4.6 
Total program expenditures 8,48 1 8,928 53 65,810 68,065 3.4 
Public debt charges 3,597 3,683 2.4 27,496 27,486 0.0 
Total budgetary expenditures 12,078 [2G 4.4 93306" 295.551 2.4 
Memorandum item: | 
Total transfers b D758 5,795 0.6 44,359 45,063 1.6 


Program spending increased by $2.3 billion, 
or 3.4 per cent, in the April to November 1999 
period, compared to the same period of 1998. 


¢ Major transfers to persons were up 
0.7 per cent, as higher elderly benefit 
payments more than offset a decline in 
EI benefits. The increase in elderly benefits 
reflected an increase in the number of 
individuals eligible for benefits and higher 
average benefits, which are indexed to 
inflation. The decline in EI benefit payments 
was due to a decline in the number of 
beneficiaries, reflecting a reduction in the 
number of people unemployed. In contrast, 
special EI benefits and payments under 
employment benefit and support 
measures were higher. 


e Major transfers to other levels of government 
were up $0.7 billion, or 5.3 per cent, 
reflecting much higher fiscal transfers, most 
notably for Equalization, as explained above. 


¢ Direct program spending, consisting of 
total program spending less the major 
transfers to persons and other levels of 
government, increased by $1.4 billion, or 


4.6 per cent. This component includes subsidy 


and other transfer payments, payments to 
Crown corporations, and the operating 
and capital costs of government, including 
defence. Developments in this component 
are affected by the timing of payments, as 
well as the lifting of the wage freeze, the 
effect of new initiatives announced in the 
February 1999 budget, and the costs 
associated with Canada’s international 
peacekeeping commitments. 


Public debt charges were virtually unchanged 
from year-earlier levels, as a slight decline 

in the average effective interest rate offset the 
impact of an increase in the stock of 
interest-bearing debt. 
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Year-to-date: financial surplus 
of $7.0 billion (excluding foreign 
exchange transactions) 


The budgetary balance is presented on a 
modified accrual basis of accounting, recording 
government liabilities when they are incurred, 
regardless of when the cash payment is made. 
In addition, the budgetary balance includes only 
those activities over which the Government 

has legislative control. 


In contrast, financial requirements/surplus 
measures the difference between cash coming 
in to the Government and cash going out. 
Financial requirements/surplus differs from 
the budgetary balance, as the former includes 
transactions in loans, investments and 
advances, federal employees’ pension accounts, 
other specified purpose accounts, and changes 
in other financial assets and liabilities. These 
activities are included as part of non-budgetary 
transactions. The conversion from accrual 

to cash is also reflected in non-budgetary 
transactions. 


Non-budgetary transactions resulted in a net 
requirement of $0.8 billion in the first eight 
months of 1999-2000, up slightly from the 

net requirement of $0.6 billion in the first eight 
months of 1998-99. As a result, there was a 
financial surplus (excluding foreign exchange 
transactions) of $7.0 billion in the April to 
November 1999 period, down slightly from 
the $7.3-billion surplus recorded in the same 
period of 1998. 


The Fiscal Monitor 


Table 4 


The budgetary balance and financial requirements/surplus 


November April to November 
1998 1999 1998-99 1999-00 
(millions of dollars) 
Budgetary balance (deficit/surplus) 448 -292 L923 7,869 
Loans, investments and advances 
Crown corporations 141 4] 891 230 
Other -26 13 -463 -61 
Total 115 54 428 169 
Specified purpose accounts 
Canada Pension Plan Account -593 463 349 695 
Superannuation accounts 322 394 2.953 3.074 
Other -10 45 -124 
Total -281 858 2,927 3,742 
Other transactions 2,447 1,416 -3,970 -4,755 
Total non-budgetary transactions 2,281 2,328 -615 -844 
Financial requirements/surplus 
(excluding foreign exchange transactions) 2,129 2,036 7,308 025 
Foreign exchange transactions -6,363 -3,320 -825 -4,183 
Net financial balance -3,634 -1,284 6,483 2,842 
Table 5 
Net financial balance and net borrowings 
November April to November 
1998 Ooo 1998-99 1999-00 
(millions of dollars) 
Net financial balance -3,634 -1,284 6,483 2,842 
Net increase (+)/decrease (-) in borrowings 
Payable in Canadian dollars 
Marketable bonds -1,100 4,900 Loo 6,867 
Canada Savings Bonds 290 364 -2,197 -68 | 
Treasury bills -500 -400 -26,100 -4,050 
Other 362 -543 281 -242 
Subtotal -948 4,321 -25,185 1,894 
Less: Government’s holding of unmatured debt -415 -397 |e -39 
Total -1,363 3,924 -25,034 1,855 
Payable in foreign currencies 
Marketable bonds 4,838 2,942 9,226 252) 
Notes and loans = = = me 
Canada bills -136 -504 1,687 -4,68 1 
Canada notes = = -947 -256 
Total 4,702 2,438 9,966 -2,410 
Net change in borrowings 3,339 6,362 -15.068 -555 
Change in cash balance -295 5,078 -8,585 2,237 


Year-to-date: net financial surplus 
of $2.8 billion (including foreign 
exchange transactions) 


Foreign exchange transactions represent all 
transactions in international reserves held in 
the Exchange Fund Account. The purpose of 
the Exchange Fund Account is to promote 
order and stability in the foreign exchange 
market. It fulfills this function by buying 
foreign exchange (selling Canadian dollars) 
when there is upward pressure on the value 

of the Canadian dollar and selling foreign 
exchange (buying Canadian dollars) when there 
is downward pressure. The buying of Canadian 
dollars represents a source of funds from 
exchange fund transactions, while the selling 
of Canadian dollars represents a requirement. 
Changes in foreign currency liabilities, which 
are undertaken to change the level of Canada’s 
foreign exchange reserves, also impact on 
foreign exchange transactions. Taking all of 
these factors into account, there was a net 
requirement of $4.2 billion in the April to 
November 1999 period, compared to a net 
requirement of $0.8 billion in the same 

period of 1998. 
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With a budgetary surplus of $7.9 billion, a net 
requirement of $0.8 billion from non-budgetary 
transactions and a net requirement of 

$4.2 billion from foreign exchange transactions, 
there was a net financial surplus of $2.8 billion 
in the April to November 1999 period, 
compared to a net surplus of $6.5 billion 

in the same period of 1998. 


In November 1999, there was a net increase 

in market borrowings of $6.4 billion, with 

the result that there has been a retirement 

of only $0.6 billion of market debt to the end 

of November 1999. The increase in market 
borrowings in November was attributable to 

an increase in Canada’s official international 
reserves, a buildup of cash to repay maturities in 
early December and the impact of precautionary 
measures related to end-of-year considerations. 
As a result, there was a net increase in cash 
balances of $2.3 billion, bringing cash balances 
at the end of November 1999 to $11.6 billion. 
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Table 6 
Condensed statement of assets and liabilities 
March 31, 1999 November 30, 1999 Change 
(millions of dollars) 
Liabilities 
Accounts payable, accruals and allowances 
Accounts payable and accrued liabilities 24,509 19,202 -5,307 
Interest and matured debt 9,791 BP UTE) -4,716 
Allowances 11,016 11,016 0) 
Total accounts payable, accruals and allowances 45,316 355293 -10,023 
Interest-bearing debt 
Pension and other accounts 
Public sector pensions 122,407 125519 3.12 
Canada Pension Plan (net of securities) ap VAN 6,122 695 
Other pension and other accounts 6,724 6,598 -126 
Total pension and other accounts 134,558 138,299 3,741 
Unmatured debt 
Payable in Canadian dollars 
Marketable bonds DEST SY) 302,626 6,874 
Treasury bills 96,950 92,900 -4,050 
Canada Savings Bonds 27,662 26,935 -727 
Other 4,063 3.821 -242 
Subtotal 424,427 426,282 1355 
Payable in foreign currencies 
Marketable bonds 23,907 26,434 DESDn 
Canada bills 10,230 5,549 -4,681 
Canada notes 1,863 1,607 -256 
Subtotal 36,000 33,590 -2,410 
Total unmatured debt 460,427 459,872 -555 
Total interest-bearing debt 594,985 598,171 3,186 
Total liabilities 640,301 633,464 -6,837 
Assets 
Cash and accounts receivable S273 122? -2,981 
Foreign exchange accounts 34,668 38,850 4,182 
Loans, investments and advances (net of allowances) NB). 3x6 [3367 -169 
Total assets 63,477 64,509 1.032 
Accumulated deficit (net public debt) 576,824 568,955 -7,869 


For additional copies or subscription inquiries, please contact the Distribution Centre at (613) 995-2855. 
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Highlights of financial results for December 1999 


Budgetary surplus of $3.1 billion 
in December 1999 


There was a budgetary surplus of $3.1 billion 
in December 1999, up $0.6 billion from the 
surplus recorded in December 1998. As noted 
in last month’s Fiscal Monitor, a large surplus 
was expected in December. Budgetary revenues 
are typically highest in the final month of 

each quarter, reflecting remittances from 
quarterly personal income tax filers. In addition, 
December marks the settlement period for 
corporations whose financial year ends on 
October 31, primarily financial institutions. 


¢ Budgetary revenues were up $1.5 billion, 
or 10.3 per cent, primarily attributable 
to higher corporate income tax revenues, 
which were up $0.9 billion, or 54 per cent. 
Corporate profits rebounded strongly in 1999, 
following general weakness in 1998. Personal 
income tax revenues were up $0.3 billion, or 
4.2 per cent, primarily reflecting increases in 
the number of people employed. Employment 
insurance (EI) premium revenues were 
lower due to the reduction in premium rates, 
while higher refunds depressed goods and 
services tax (GST) revenues. 


¢ Program spending increased $1.1 billion, 
or 12.4 per cent, with most of the increase 
attributable to higher operating and 
capital expenditures. 


¢ Public debt declined $0.2 billion, or 
6.3 per cent, primarily reflecting adjustments 
pertaining to previous months. 


Year-to-date: 
budgetary surplus of $10.9 billion 


Over the first three quarters of fiscal year 
1999-2000, the budgetary surplus was estimated 
at $10.9 billion, up $0.6 billion from the 
surplus recorded in the same period of 1998-99. 
Monthly deficits are expected in the final 
quarter of 1999-2000. Revenues are typically 
depressed in January due to the payment of 

the GST quarterly credit and refunds. Personal 
income tax refunds pertaining to the processing 
of 1999 tax returns will serve to depress 
revenues in March 2000. The impact of the tax 
relief measures announced in the February 1999 
budget and the recently announced reduction 

in EI premium rates from $2.55 to $2.40 
(employee rate per $100 of insurable earnings) 
effective January 1, 2000, will also dampen 
budgetary revenues in the final quarter of the 
year. In addition, the timing of revenues and 
spending at year end, including the impact of 
spending initiatives announced before the 

2000 budget, will also serve to reduce the 
budgetary balance. These factors are expected to 
reduce the surplus to date by about $3.4 billion. 


In addition to these factors, the policy initiatives 
proposed in the 2000 budget will reduce the 
reported surplus to date by an additional 

$4.5 billion. Allowing for the $3-billion 
Contingency Reserve results in a balanced 
budget. To the extent that the Contingency 
Reserve is not needed, it will be used to pay 
down the public debt. For more information, 
see Chapter 3 of The Budget Plan 2000. 
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Table | 
Summary statement of transactions 


December April to December 
1998 1999 1998-99 1999-00 


(millions of dollars) 


Budgetary transactions 


Revenues 14,782 16,299 116,011 119,719 
Program spending -8,789 -9.880 -74,599 -77,945 
Operating surplus 5,993 6,419 41,412 41,774 
Public debt charges -3,562 -3,339 -31,058 -30,825 
Budgetary balance (deficit/surplus) 2,431 3,080 10,354 10,949 
Non-budgetary transactions -2,668 -4,512 -3,283 -5,355 
Financial requirements/surplus (excluding 
foreign exchange transactions) -237 -1,432 7.071 5,594 
Foreign exchange transactions 4,219 3,875 3,394 -308 
Net financial balance 3,982 2,443 10,465 5,286 
Net change in borrowings 3,446 -50 -11,623 -603 
Net change in cash balances 7,428 2,393 -1,158 4,683 


Note: Positive numbers indicate a net source of funds. Negative numbers indicate a net requirement for funds. 


Over the first nine months of 1999-2000, overpayments with respect to taxation year 
budgetary revenues were up $3.7 billion, or 1998 and instalment payments based on 1998 
3.2 per cent, on a year-over-year basis. liabilities are dampening revenues to date 


in 1999-2000. The February 2000 budget 
projects a strong pickup in corporate income 
tax revenue over the final months of the fiscal 
year, as corporations file their settlement 
payments for taxation year 1999. 


e Personal income tax revenues were up 
$2.6 billion, or 4.5 per cent. This increase 
was largely attributable to higher receipts 
from monthly deductions from employment 
income, due to increases in the number 


of people employed. Dampening these ¢ EI premium revenues were down $0.7 billion, 
developments were higher personal income or 4.9 per cent, as the decline in EI premium 
tax refunds relating to the 1998 taxation rates and adjustments relating to previous 
year and higher Canada Child Tax Benefit years more than offset the impact of the 
payments, reflecting increases announced growth in the number of people employed and 
in previous budgets. therefore paying premiums. 

¢ Corporate income tax revenues were up e Excise taxes and duties increased $1.0 billion, 
$0.3 billion, or 2.0 per cent. Although or 4.1 per cent. Net GST collections were up 
corporate profits are estimated to have picked $1.3 billion, or 8.0 per cent, due to the strong 
up strongly in the first three quarters of the gains in those goods and services subject 


1999 calendar year, refunds relating to to the GST. However, the timing of refunds 


| 
| Table 2 
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Budgetary revenues 
December April to December 
1998 1999 Change 1998-99 1999-00 Change 
(millions of dollars) (%) (millions of dollars) (%) 

Income taxes 

Personal income tax Seo 8,460 4.2 57,102 59,699 4.5 

Corporate income tax 1,695 2,610 54.0 13,863 14,140 2.0 

Other income tax revenue 165 291 76.4 (ered me Wg) 26:5 

Total income tax 9,982 (i361 13.8 72,686 76,012 4.6 
Employment insurance premium revenues 1,055 980 -7.1 13,993 So UZ -4.9 
Excise taxes and duties 

Goods and services tax 1,993 1,945 -2.4 16,348 L653 8.0 

Customs import duties 166 230 38.6 1,818 1,765 -2.9 

Sales and excise taxes 595 665 11.8 6,420 6,182 -3.7 

Total excise taxes and duties Zt o+ 2,840 3, 24,586 25,600 4.1 
Total tax revenues 1391 15,181 10.1 165 114,924 3.3 
Non-tax revenues 991 1,118 12.8 4,746 4,795 1.0 
Total budgetary revenues 14,782 16,299 L033 116,011e) TIEOS7t9 3.2, 


should depress revenues over the balance of 
the fiscal year. Customs import duties were 
down 2.9 per cent. Sales and excise taxes 

and duties declined 3.7 per cent, primarily 
attributable to the elimination of the Air 
Transportation Tax, effective November 1998. 


e Non-tax revenues, consisting of the return 
on investments and other non-tax revenues, 
such as fees and proceeds from sales, were 
up 1.0 per cent. This component of budgetary 
revenues is quite volatile, reflecting the 
timing of receipts. 


Program spending increased by $3.3 billion, 
or 4.5 per cent, in the April to December 1999 
period, compared to the same period of 1998. 


e Major transfers to persons were up 
0.7 per cent, as higher elderly benefit 
payments more than offset a decline in 


EI benefits. The increase in elderly benefits 
reflected an increase in the number of 
individuals eligible for benefits and higher 
average benefits, which are indexed to 
inflation. The decline in EI benefit 
payments was due to a decline in the number 
of beneficiaries, reflecting a reduction in the 
number of people unemployed. In contrast, 
special EI benefits and payments under 
employment benefit and support measures 
were higher. 


Major transfers to other levels of government 
were up $0.8 billion, or 5.7 per cent, 
reflecting much higher fiscal transfers, most 
notably for Equalization. As indicated in the 
1999 budget, Equalization entitlements 

were revised up significantly due to historical 
data revisions, which indicated much stronger 
economic growth in Ontario than in the 
Equalization-receiving provinces. 
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Table 3 
Budgetary expenditures 
December April to December 
1998 1909 Change 1998-99 1999-00 Change 
(millions of dollars) (%) (millions of dollars) (%) 
Transfer payments to: 
Persons 
Elderly benefits 1,923 2,007 4.4 17,008 17,414 2.4 
Employment insurance benefits 1,047 1,000 -4.5 8,101 7,880 -2.7 
Total 2910 3,007 bP 25,109 25,294 0.7 
Other levels of government 
Canada Health and Social Transfer 1,042 1,042 0.0 9,375 9,375 0.0 
Fiscal transfers 828 975 17.8 7,184 8,032 11.8 
Alternative Payments for Standing Programs -187 -188 0.5 -1,681 -1,688 0.4 
Total 1,683 1,829 8.7 14,878 15,719 5A 
Direct program spending 
Subsidies and other transfers 
Agriculture 79 96 ZL 474 p29 11.6 
Foreign Affairs 203 113 -44.3 987 1,052 6.6 
Health 69 167 142.0 720 818 13.6 
Human Resources Development 288 165 -42.7 1,380 ist -16.6 
Indian and Northern Development 285 326 14.4 3,007 3,109 3.4 
Industry and Regional Development 173 214 Pi | 1,055 1,058 0.3 
Veterans Affairs 114 Lt, 2-6 1,024 1,038 1.4 
Other 58 192 231.0 1,651 sy.72 -7.8 
Total 1,269 390 oS 10/2985 = 10277 -0.2 
Payments to Crown corporations 
Canadian Broadcasting Corporation 174 145 -16.7 (ES, 710 -6.5 
Canada Mortgage and Housing Corporation 165 150 -9.1 1,310 1,345 PAY 
Other 83 102 229 733 804 oF 
Total 422 397), -5.9 2,802 2,859 2.0 
Operating and capital expenditures 
Defence 879 1,278 45.4 6,853 7,902 136 
All other departmental expenditures 1,566 1,979 26.4 14,659 15,894 8.4 
Total 2,445 Seal 33.2 Pa Gon OS aoe BH 1S 5) 10.6 
Total direct program spending 4,136 5,044 Ze.) 34,612 36,932 6.7 
Total program expenditures 8,789 9,880 12.4 74,599 77,945 4.5 
Public debt charges 3962 Bag -6.3 31,058 30,825 -0.8 
Total budgetary expenditures 12235i 13,219 7.0 105,657 108770 2a 
Memorandum item: 
Total transfers 5,922 6,226 > 1 ~ 50,285 51,290 2.0 
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e Direct program spending, consisting of total 
program spending less the major transfers 
to persons and other levels of government, 
increased by $2.3 billion, or 6.7 per cent. 
This component includes subsidy and other 
transfer payments, payments to Crown 
corporations, and the operating and capital 
costs of government, including defence. 
Developments in this component are affected 
by the timing of payments, as well as the 
lifting of the wage freeze, the effect of new 
initiatives announced in the February 1999 
budget, and the costs associated with 
Canada’s international peacekeeping 
commitments. 


Public debt charges declined 0.8 per cent 
from year-earlier levels, as a decline in the 
average effective interest rate more than 
offset the impact of an increase in the stock 
of interest-bearing debt. 


Year-to-date: financial surplus 
of $5.6 billion (excluding foreign 
exchange transactions) 


The budgetary balance is presented on a 
modified accrual basis of accounting, recording 
government liabilities when they are incurred, 
regardless of when the cash payment is made. 
In addition, the budgetary balance includes only 
those activities over which the Government 

has legislative control. 


In contrast, financial requirements/surplus 
measures the difference between cash coming 
in to the Government and cash going out. 
Financial requirements/surplus differs from 
the budgetary balance, as the former includes 
transactions in loans, investments and 
advances, federal employees’ pension accounts, 
other specified purpose accounts, and changes 
in other financial assets and liabilities. These 
activities are included as part of non-budgetary 
transactions. The conversion from accrual to 
cash is also reflected in non-budgetary 
transactions. 


Non-budgetary transactions resulted in a 

net requirement of $5.4 billion in the first nine 
months of 1999-2000, up from the net 
requirement of $3.3 billion in the same period 
of 1998-99. The higher requirement was due 
to the payment to a third-party trust of the 
$3.5-billion Canada Health and Social Transfer 
cash supplement, as announced in the 1999 
budget. As a result, there was a financial surplus 
(excluding foreign exchange transactions) 

of $5.6 billion in the April to December 1999 
period, down from the $7.1-billion surplus 
recorded in the same period of 1998. 


Year-to-date: net financial surplus 
of $5.3 billion (including foreign 
exchange transactions) 


Foreign exchange transactions represent all 
transactions in international reserves held in 

the Exchange Fund Account. The purpose of 
the Exchange Fund Account is to promote order 
and stability in the foreign exchange market. 

It fulfills this function by buying foreign 
exchange (selling Canadian dollars) when 

there is upward pressure on the value of the 
Canadian dollar and selling foreign exchange 
(buying Canadian dollars) when there is 
downward pressure. The buying of Canadian 
dollars represents a source of funds from 
exchange fund transactions, while the selling 

of Canadian dollars represents a requirement. 
Changes in foreign currency liabilities, which 
are undertaken to change the level of Canada’s 
foreign exchange reserves, also impact on 
foreign exchange transactions. Taking all of these 
factors into account, there was a net requirement 
of $0.3 billion in the April to December 1999 
period, compared to a net source of $3.4 billion 
in the same period of 1998. 
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Table 4 


The budgetary balance and financial requirements/surplus 


December 


April to December 


1998 


1999 1998-99 1999-00 


(millions of dollars) 


Budgetary balance (deficit/surplus) 2,431 3,080 10,354 10,949 
Loans, investments and advances 
Crown corporations 204 OT. 1,095 308 
Other i -42 -452 -105 
Total Pi) aD) 643 203 
Specified purpose accounts 
Canada Pension Plan Account -409 -684 -60 1 
Superannuation accounts 427 al2 2,959 3,683 
Other -37 19 8 -105 
Total -19 -153 2.907 3,589 
Other transactions -2,864 -4,394 -6,833 -9,147 
Total non-budgetary transactions -2,668 -4,.512 -3,283 =5 355 
Financial requirements/surplus 
(excluding foreign exchange transactions) -237 -1,432 LOrd 5,594 
Foreign exchange transactions 4,219 3,875 3,394 -308 
Net financial balance 3,982 2,443 10,465 5,286 
Table 5 
Net financial balance and net borrowings 
December April to December 
1998 1999 1998-99 1999-00 
(millions of dollars) 
Net financial balance 3,982 2,443 10,465 5,286 
Net increase (+)/decrease (-) in borrowings 
Payable in Canadian dollars 
Marketable bonds 4,141 82 5,972 6,949 
Canada Savings Bonds 48 1] -2,149 -670 
Treasury bills 900 550 -25,200 -3,500 
Other - -93 oa -334 
Subtotal 5,089 550 -20,096 2,445 
Less: Government’s holding of unmatured debt -630 28 -479 -10 
Total 4,459 578 -20,575 2,435 
Payable in foreign currencies 
Marketable bonds = = 9,226 2577 
Notes and loans = = = = 
Canada bills -885 -628 801 -5,309 
Canada notes “128 Z -1,075 -256 
Total -1,013 -628 8,952 -3,038 
Net change in borrowings 3,446 -50 -11.623 -603 
Change in cash balance 7,428 2395 -1,158 4,683 
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Table 6 
Condensed statement of assets and liabilities 


March 31, 1999 December 31, 1999 Change 


(millions of dollars) 


Liabilities 
Accounts payable, accruals and allowances 
Accounts payable and accrued liabilities 24,509 19,396 -5,113 
Interest and matured debt O79 6,858 -2,933 
Allowances 11,016 1316 300 
Total accounts payable, accruals and allowances 45,316 37,510 -7,746 


Interest-bearing debt 
Pension and other accounts 


Public sector pensions 122,407 126,091 3,684 
Canada Pension Plan (net of securities) 5,427 5,438 1] 
Other pension and other accounts 6,724 6,618 -106 
Total pension and other accounts 134,558 138,147 3,589 


Unmatured debt 
Payable in Canadian dollars 


Marketable bonds 295,152 302,709 6,957 
Treasury bills 96,950 93,450 -3,500 
Canada Savings Bonds 27,662 26,974 -688 
Other 4,063 BIOs -335 
Subtotal 424,427 426,861 2,434 

Payable in foreign currencies 
Marketable bonds 23,907 26,434 IS eH4 | 
Canada bills 10,230 4,921 -5,309 
Canada notes 1,863 1,607 -256 
Subtotal 36,000 32,962 -3,038 
Total unmatured debt 460,427 459,823 -604 
Total interest-bearing debt 594,985 597,970 2,985 
Total liabilities 640,301 635,540 -4,761 

Assets 

Cash and accounts receivable 15,273 21.358 6,085 
Foreign exchange accounts 34,668 34,975 307 
Loans, investments and advances (net of allowances) 13,536 13,332 -204 
Total assets 63,477 69,665 6,188 


Accumulated deficit (net public debt) 576,824 565,875 -10,949 
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Table 7 
Debt Servicing and Reduction Account (DSRA) 
1991-92 1992-93 1993-94 1994-95 1995-96 1996-97 1997-98 1998-99 
(millions of dollars) 
Gross GST collected 29,564 30,516 32652 36,715 38,048 40,733 46,986 50,174 
Less: 
Refunds and rebates 12,134 13,145 14,271 LP AL2 18,874 19,782 24,633 26,640 
Quarterly low-income 
credit 2,262 2,503 2,685 2,816 Zoo 2, O12 2,092 2,850 
Net GST 15,168 14,868 15,696 16,787 16,375 18,079 19,461 20,684 
GST penalties and 
interest received 19 71 90 129 £35 lore 127 1s 
Gains from wind-up of interest 
in Crown corporations/ 
disposal of shares y 110 325 
Gifts to the Crown 0.4 0.1 0.2 0.5 0.3 0.3 0.2 er 
Proceeds to DSRA 15,190 15,050 15,786 16,916 16,835 18,238 19,588 20,808 


Source: Public Accounts of Canada. 


With a budgetary surplus of $10.9 billion, a net 
requirement of $5.4 billion from non-budgetary 
transactions and a net requirement of 

$0.3 billion from foreign exchange transactions, 
there was a net financial surplus of $5.3 billion 
in the April to December 1999 period, compared 
to a net surplus of $10.5 billion in the same 
period of 1998. 


With a financial surplus of $5.3 billion and 

a retirement of $0.6 billion of market debt to the 
end of December 1999, there was a net increase 
in cash balances of $4.7 billion to $14.0 billion. 
The buildup of cash reflected the impact of 
precautionary measures relating to end-of-year 
considerations. 


The Debt Servicing and Reduction Account 


In June 1991, legislation to establish the 

Debt Servicing and Reduction Account (DSRA) 
received Royal Assent. As a result, effective 
April 1, 1991, all GST revenues net of the 
applicable input tax credits, rebates and the 
low-income credit, along with the net proceeds 
from the sale of Crown corporations and gifts to 
the Crown identified for debt reduction, must, 
by law, go directly to the DSRA. The funds in 
this Account can only be used to pay the cost 
of servicing the public debt and ultimately to 
reduce the debt. The Account is audited on an 
annual basis by the Auditor General of Canada. 


For additional copies or subscription inquiries, please contact the Distribution Centre at (613) 995-2855. 
For other inquiries about this publication, contact Peter Devries at (613) 996-7397. 


Also available on the Internet (including advance tentative release dates) at http://www.fin.gc.ca/ 


Cet imprimé est également offert en francais. 
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Highlights of financial results for January 2000 


Budgetary surplus of $0.9 billion 
n January 2000 


[here was a budgetary surplus of $0.9 billion 
n January 2000, up $1.8 billion from the 
leficit of $0.9 billion in January 1999. This 
year-over-year improvement was entirely 
ittributable to higher budgetary revenues, 

ip $2.0 billion, or 16.9 per cent. However, 
nost of this increase reflected the timing 

yf receipts, which should be reversed 

n February. 


[he increase in budgetary revenues was 
oncentrated in personal income tax and 
yoods and services tax (GST) revenues. 


- Personal income tax revenues were up 
$1.0 billion, or 15.8 per cent. Over half of 
this increase was attributable to the timing 
of receipts between January and February. 
The rest reflects the impact of a strong 
economy — more than 425,000 jobs were 
added in 1999. 


GST revenues were up $1.1 billion, more 
than double what they were in January 
1999. This increase reflects a number of 
factors. First, gross collections were up 
strongly, attributable to the strong growth in 
those expenditures subject to the GST. 
Second, refunds declined on a year-over- 
year basis, reflecting lags in the processing 
of refunds. Over time, the growth in 
revenues should mirror the growth in gross 
collections. Finally, some advance payments 
of the GST quarterly credit were made in 
December 1999. 
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Canada Canada 


Among the other main revenue components: 


¢ Corporate income tax revenues were down 
slightly, reflecting both lower gross 
collections and higher refunds. 


¢ Employment insurance (EI) premium 
revenues were down 7.5 per cent due to 
the reduction in premium rates from $2.55 
(employee rate per $100 of insurable 
earnings) to $2.40, effective January 2000. 


Program spending was up $0.2 billion, 

or 1.7 per cent. Most of this increase was 
attributable to higher transfers to persons and 
to other levels of government. Direct program 
spending declined. 


Public debt charges increased slightly, 
reflecting a small increase in the stock of 
interest-bearing debt. 


Year-to-date: budgetary surplus 
of $11.9 billion 


Over the April 1999 to January 2000 period, 
the budgetary surplus was estimated at 
$11.9 billion, up $2.4 billion from the surplus 
recorded in the same period of 1998-99. 
As indicated in the February 2000 budget, 
developments over the balance of the fiscal 
year should reduce the surplus to date to about 
$7.5 billion. In addition, the policy initiatives 
proposed in the 2000 budget will reduce the 
reported surplus to date by an additional 
$4.5 billion. Allowing for the $3-billion 
Contingency Reserve results in a balanced 
budget. To the extent that the Contingency 

we sts | b 
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Table | 
Summary statement of transactions 


January April to January 
1999 2000 1998-99 1999-00 


(millions of dollars) 


Budgetary transactions 


Revenues 11,824 135323 1275835 133,542 
Program spending -9,198 -9,355 -83,796 -87,299 
Operating surplus 2,626 4,468 44,039 46,243 
Public debt charges =3,200 -3,549 -34,595 -34,375 
Budgetary balance (deficit/surplus) -911 919 9,444 11,868 
Non-budgetary transactions 2,055 2,481 -1,228 -2,873 
Financial requirements/surplus (excluding 
foreign exchange transactions) 1,144 3,400 8,216 8,995 
Foreign exchange transactions -3,841 -6,099 -446 -6,407 
Net financial balance -2,697 -2,699 AAW) 2,588 
Net change in borrowings -4,849 -140 -16,377 -2,688 
Net change in cash balances -7,546 -2,839 -8,607 -100 


Note: Positive numbers indicate a net source of funds. Negative numbers indicate a net requirement for funds. 


Reserve is not needed, it will be used to pay increases in the amount of income 

down the public debt. For more information, Canadians can receive tax-free and the 
see Chapter 3 of The Budget Plan 2000. elimination of the 3-per-cent surtax, 
Over thet iee l0mmonths on 19990001 reflecting the measures announced in the 


budgetary revenues were up $5.7 billion, or Pp erend 1297 Duceets: 

4.5 per cent, on a year-over-year basis. * Corporate income tax revenues were up 
$0.3 billion, or 1.7 per cent. Although 
corporate profits are estimated to have 
picked up strongly in 1999, refunds relating 


* Personal income tax revenues were up 
$3.6 billion, or 5.6 per cent. As noted above, 
part of this increase is attributable to the 


timing of receipts. However, most of it to overpayments with respect to taxation 
reflects higher receipts from monthly year 1998 and instalment payments based 
deductions from employment income, on 1998 liabilities are dampening revenues 
due to increases in the number of people to date in 1999-2000. The Budget Plan 2000 
employed. Dampening these developments projected a strong pickup in corporate 

were higher personal income tax refunds income tax revenue over the final months of 
relating to the 1998 taxation year, higher the fiscal year as corporations file their 


Canada Child Tax Benefit payments, settlement payments for taxation year 1999. 
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Table 2 
Budgetary revenues 
January April to January 
1999 2000 Change 1998-99 1999-00 Change 
(millions of dollars) (%) (millions of dollars) (%) 

Income taxes 

Personal income tax 6,020 6,974 LES 655122 66,673 5.6 

Corporate income tax 1,626 1,608 AM 15,488 15,748 7 

Other income tax revenue 569 589 3.5 2,290 2,162 20.6 

Total income tax 8,215 9,171 11.6 80,900 85,183 D3) 
Employment insurance premium revenues 1,457 1,347 -7.5 15,450 14,659 -5.1 
Excise taxes and duties 

Goods and services tax 1,022 2,088 104.3 75570 19,741 13.6 

Customs import duties 180 107 -40.6 1,998 1,871 -6.4 

Sales and excise taxes 746 706 -5.4 7,166 6,888 -3.9 

Total excise taxes and duties 1,948 2,901 48.9 26,534 28,500 7.4 
Total tax revenues 11,620 13,419 1535 122,884 128,342 4.4 
Non-tax revenues 204 404 98.0 4,951 5,200 5.0 
Total budgetary revenues 11,824 13,823 16.9 127,835) 9 1355942 4.5 
¢ EI premium revenues were down attributable to the elimination of the 

$0.8 billion, or 5.1 per cent, as the decline Air Transportation Tax, effective 

in EJ premium rates and adjustments November 1998. 


relating to previous years more than 
offset the impact of the growth in the 
number of people employed and therefore 
paying premiums. 


¢ Non-tax revenues, consisting of the return 
on investments and other non-tax revenues, 
such as fees and proceeds from sales, 
were up 5.0 per cent. This component of 

¢ Excise taxes and duties increased budgetary revenues is quite volatile, 
$2.0 billion, or 7.4 per cent, with all of reflecting the timing of receipts. 
the increase attributable to higher GST 
revenues, up $2.4 billion, or 13.6 per cent. 
Most of this is due to the strong gains in 
those expenditures subject to the GST. January 2000 period, compared to the 
However, the timing of refunds should same period of 1998-99. 
depress revenues over the balance of the ¢ Major transfers to persons were up 


Program spending increased by $3.5 billion, 
or 4.2 per cent, in the April 1999 to 


fiscal year. Customs import duties were 
down 6.4 per cent. Sales and excise taxes 
and duties declined 3.9 per cent, primarily 


1.5 per cent, as higher elderly benefit 
payments more than offset a decline in 
EI benefits. The increase in elderly benefits 
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Table 3 
Budgetary expenditures 


January April to January 
1999 2000 Change 1998-99 1999-00 Change 
(millions of dollars) (%) (millions of dollars) (%) 
Transfer payments to: 
Persons 
Elderly benefits 1,897 1972 4.0 18,904 19,386 2 
Employment insurance benefits L622 1,324 13.9 9,263 9,204 -0.6 
Total 35059 3,296 Eo 28,167) 928.590 is 
Other levels of government 
Canada Health and Social Transfer 1,042 1,042 0.0 10,417 10,417 0.0 
Fiscal transfers 862 989 14.7 8,045 9,020 Ia} 
Alternative Payments for Standing Programs -187 -188 0.5 -1,867 -1,876 0.5 
Total Ey 1,843 TES) 165595; J iv 561 5.8 
Direct program spending 
Subsidies and other transfers 
Agriculture 46 41 -10.9 520 570 9.6 
Foreign A ffairs 280 160 -42.9 267 WPA -4.3 
Health 87 43 -50.6 808 861 6.6 
Human Resources Development 305 96 -68.5 1,685 1,247 -26.0 
Indian and Northern Development 160 161 0.6 Bel 67: 3.270 33 
Industry and Regional Development P13 Wp) -31.9 1,168 15136 = Le 
Veterans Affairs 116 119 2.6 1,140 eile s9/ ie 
Other 218 810 21426 1,869 2332 24.8 
Total 325 857 eid! 11,624 11,785 1.4 
Payments to Crown corporations 
Canadian Broadcasting Corporation 65 20 -69.2 824 730 -11.4 
Canada Mortgage and Housing Corporation 180 150 -16.7 1,490 1,495 0.3 
Other 108 7B -34.3 841 875 4.0 
Total 2358) 241 -31.7 35155 3,100 -1.7 
Operating and capital expenditures 
Defence 832 739 -11.2 7,684 8,643 125 
All other departmental expenditures Pole 1,729 -9.6 16571 17,620 6.3 
Total 2,744 2,468 -10.1 247550063 8.3 
Total direct program spending 4,422 4,216 -4.7 39,034 41,148 5.4 
Total program expenditures 9,198 955 Pv 83,796» 87,299 4.2 
Public debt charges ale yo! 3,549 0.3 34,595 34,375 -0.6 
Total budgetary expenditures 125735 12,904 ite 118,391 121,674 2.8 
Memorandum item: 
Total transfers 6,101 5,996 -1.7 56,386 57,286 1.6 
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reflected an increase in the number of 
individuals eligible for benefits and higher 
average benefits, which are indexed to 
inflation. The decline in EI benefit 
payments was due to a decline in the 
number of beneficiaries, reflecting a 
reduction in the number of people 
unemployed. In contrast, special EI benefits 
and payments under employment benefit 
and support measures were higher. 


¢ Major transfers to other levels of 
government were up $1.0 billion, or 
5.8 per cent, reflecting much higher fiscal 
transfers, most notably for Equalization. 
As indicated in the 1999 budget, 
Equalization entitlements were revised up 
significantly due to historical data revisions, 
which indicated much stronger economic 
growth in Ontario than in the 
Equalization-receiving provinces. 


¢ Direct program spending, consisting of 
total program spending less the major 
transfers to persons and other levels of 
government, increased by $2.1 billion, or 
5.4 per cent. This component includes 
subsidy and other transfer payments, 
payments to Crown corporations, and the 
operating and capital costs of government, 
including defence. Developments in this 
component are affected by the timing of 
payments, as well as the lifting of the 
wage freeze, the effect of new initiatives 
announced in the February 1999 budget, 
and the costs associated with Canada’s 
international peacekeeping commitments. 


Public debt charges declined 0.6 per cent from 
year-earlier levels, as a decline in the average 
effective interest rate more than offset the 
impact of an increase in the stock of 
interest-bearing debt. 


Year-to-date: financial surplus of 
$9.0 billion (excluding foreign 
exchange transactions) 


The budgetary balance is presented on a 
modified accrual basis of accounting, 
recording government liabilities when 
they are incurred, regardless of when the 
cash payment is made. In addition, the 
budgetary balance includes only those 
activities over which the Government has 
legislative control. 


In contrast, financial requirements/surplus 
measures the difference between cash 
coming in to the Government and cash 
going out. Financial requirements/surplus 
differs from the budgetary balance, as 

the former includes transactions in loans, 
investments and advances, federal employees’ 
pension accounts, other specified purpose 
accounts, and changes in other financial 
assets and liabilities. These activities are 
included as part of non-budgetary 
transactions. The conversion from accrual 
to cash is also reflected in non-budgetary 
transactions. 


Non-budgetary transactions resulted in a 
net requirement of $2.9 billion in the first 
10 months of 1999-2000, up from the net 
requirement of $1.2 billion in the same 
period of 1998-99. The higher requirement 
was due to the payment to a third-party 
trust of the $3.5-billion Canada Health 
and Social Transfer cash supplement, as 
announced in the 1999 budget. As a result, 
there was a financial surplus (excluding 
foreign exchange transactions) of $9.0 billion 
in the April 1999 to January 2000 period, 
up $0.8 billion from the financial surplus 
recorded in the same period of 1998-99. 
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Table 4 
The budgetary balance and financial requirements/surplus 
January April to January 
1999 2000 1998-99 1999-00 
(millions of dollars) 
Budgetary balance (deficit/surplus) -911 O19 9,444 11,868 
Loans, investments and advances 
Crown corporations 150 86 1,245 393 
Other 71 39 -382 -64 
Total 22) 125 863 329 
Specified purpose accounts 
Canada Pension Plan Account 744 -483 684 -471 
Superannuation accounts 360 ave) Sede 4,206 
Other -5 -24 3 -129 
Total 1,099 16 4,006 3,606 
Other transactions 1S 2,340 -6,097 -6,808 
Total non-budgetary transactions Pr AU ss) 2,481 -1,228 -2,873 
Financial requirements/surplus 
(excluding foreign exchange transactions) 1,144 3,400 8,216 8,995 
Foreign exchange transactions -3,84]1 -6,099 -446 -6,407 
Net financial balance -2,697 -2,699 VARY 2,588 
Table 5 
Net financial balance and net borrowings 
January April to January 
1999 2000 1998-99 1999-00 
(millions of dollars) 
Net financial balance -2,697 -2,699 Tt 1O 2,588 
Net increase (+)/decrease (-) in borrowings 
Payable in Canadian dollars 
Marketable bonds 0 0 $:972 6,949 
Canada Savings Bonds 526 i -1,623 -774 
Treasury bills -3,300 550 -28,500 -5,450 
Other -894 -93 387 -285 
Subtotal -3,668 468 -23,764 440 
Less: Government’s holding of unmatured debt -48 28 -432 98 
Total -3,716 496 -24,196 538 
Payable in foreign currencies 
Marketable bonds 455 - 9,681 DS 
Notes and loans = = . = = 
Canada bills -1,588 -628 -787 -5,489 
Canada notes 0 -8 =1,075 -264 
Total SUS -636 7,819 3,226 
Net change in borrowings -4,849 -140 -16,377 -2,688 


Change in cash balance -7,546 -2,839 -8,607 -100 
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Table 6 
Condensed statement of assets and liabilities 
March 31, 1999 January 31,2000 Change 
| (millions of dollars) 
Liabilities 
Accounts payable, accruals and allowances 
Accounts payable and accrued liabilities 24,509 18,765 -5,744 
Interest and matured debt 9,791 10,200 409 
Allowances 11,016 11,016 0 
Total accounts payable, accruals and allowances 45,316 39,981 -5,335 


Interest-bearing debt 
Pension and other accounts 


Public sector pensions 122,407 126,613 4,206 
Canada Pension Plan (net of securities) 5,427 4,955 -472 
Other pension and other accounts 6,724 6,594 -130 
Total pension and other accounts 134,558 138,162 3,604 


Unmatured debt 
Payable in Canadian dollars 


Marketable bonds DOD Oe. 302,709 6,957 
Treasury bills 96,950 91,500 -5,450 
Canada Savings Bonds 27,662 26,978 -684 
Other 4,063 3,778 -285 
Subtotal 424,427 424,965 538 

Payable in foreign currencies 
Marketable bonds 24,569 27,096 Deeps | 
Canada bills LOA71 4,682 -5,489 
Canada notes 1,261 977 -264 
Subtotal 36,000 32,774 -3,226 
Total unmatured debt 460,427 457,739 -2,688 
Total interest-bearing debt 594,985 595,901 916 
Total liabilities 640,301 635,882 -4,419 

Assets 

Cash and accounts receivable 15,273 16,645 372 
Foreign exchange accounts 34,668 41,074 6,406 
Loans, investments and advances (net of allowances) 13,536 13,207 -329 
Total assets 63,477 70,926 6,188 


Accumulated deficit (net public debt) 576,824 564,956 -11,868 
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Year-to-date: net financial surplus of 
$2.6 billion (including foreign 
exchange transactions) 


Foreign exchange transactions represent all 
transactions in international reserves held in 
the Exchange Fund Account. The purpose of 
the Exchange Fund Account is to promote 
order and stability in the foreign exchange 
market. It fulfills this function by buying 
foreign exchange (selling Canadian dollars) 
when there is upward pressure on the value 
of the Canadian dollar and selling foreign 
exchange (buying Canadian dollars) when 
there is downward pressure. The buying of 
Canadian dollars represents a source of funds 
from exchange fund transactions, while the 
selling of Canadian dollars represents a 
requirement. Changes in foreign currency 
liabilities, which are undertaken to change the 
level of Canada’s foreign exchange reserves, 


also impact on foreign exchange transactions. 
Taking all of these factors into account, there 
was a net requirement of $6.4 billion in the 
April 1999 to January 2000 period, compared 
to a net requirement of $0.4 billion in the 
same period of 1998-99. 


With a budgetary surplus of $11.9 billion, 

a net requirement of $2.9 billion from 
non-budgetary transactions and a net 
requirement of $6.4 billion from foreign 
exchange transactions, there was a net 
financial surplus of $2.6 billion in the 

April 1999 to January 2000 period, compared 
to a net surplus of $7.8 billion in the same 
period of 1998-99. This surplus, along with 

4 reduction in cash balances of $0.1 billion, 
was used to retire $2.7 billion of market debt. 
Cash balances at the end of January 2000 
stood at $9.2 billion. 
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Highlights of financial results for February 2000 


Budgetary surplus of $3.1 billion 
in February 2000 


There was a budgetary surplus of $3.1 billion in 
February 2000, up $2.5 billion from the surplus 
of $0.6 billion reported in February 1999. The 
key factor contributing to this year-over-year 
improvement was higher corporate income tax 
revenues, which were up $2.8 billion. Overall, 
budgetary revenues increased by $1.9 billion, 
program spending declined by $0.7 billion, while 
public debt charges increased by $0.1 billion. 


Corporate income tax revenues amounted to 
$5.4 billion in February 2000, more than double 
the amount received in February 1999. This 
increase primarily reflects the interaction of 
remittance procedures for corporations with the 
strong pickup in economic growth through 1999. 
Corporations are required to file monthly 
instalments based on either their previous year’s 
actual tax liability or their current year’s 
estimated tax liability. They have 60 days after 
their year-end to make settlement payments for 
any amounts owing. As most of the large non- 
financial sector corporations have a December 
year-end, a substantial amount of corporate 
income tax revenues are received in the 

months of February and March — ranging from 
25 per cent to 40 per cent of the total revenues 
for the year as a whole. Monthly instalment 
payments for 1999 were largely based on 

1998 tax liabilities. However, according to 
Statistics Canada, corporate profits rose an 
estimated 25 per cent in 1999, after declining 

6 per cent in 1998. As a result, monthly 
instalment payments for 1999 substantially 
understated the actual tax liability for the year 
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as a whole, resulting in exceptionally large 
settlement period payments. The monthly 
remittance procedures, coupled with the 
volatility of corporate profits, make it 
extremely difficult to estimate corporate 
income tax revenues for the year as a whole. 
The Budget Plan 2000 projected strong growth 
in corporate income tax revenues over the 

final months of the fiscal year, based on the 
information available at that time. However, data 
released since the budget indicate that economic 
growth throughout 1999 was much stronger than 
anticipated by private sector economists at that 
time. In particular, corporate profits were up 

35 per cent at annual rates in the fourth quarter, 
resulting in the much higher corporate income tax 
revenues witnessed in February 2000. The other 
revenue components remain largely on track. 


Among the other major revenue components: 


¢ Personal income tax revenues declined 
$0.5 billion, or 8 per cent, from 
February 1999. As indicated in last month’s 
Fiscal Monitor, a decline was expected, as 
part of the large year-over-year increase in 
January 2000 was attributable to the timing 
of receipts between January and February. 


* Goods and services tax (GST) revenues 
declined $0.4 billion, or 20.7 per cent, as 
the growth in refunds and rebates outstripped 
the growth in gross receipts. 


The decline in program spending was primarily 
attributable to the inclusion in the February 1999 
results of prior-year adjustments to transfer 
payments to other levels of government. As 
noted in The Budget Plan 1999, data revisions 
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Table 1 
Summary statement of transactions 


February April to February 


ee) 2000 1998-99 1999-00 


Budgetary transactions 
Revenues 
Program spending 


Operating surplus 

Public debt charges 

Budgetary balance (deficit/surplus) 
Non-budgetary transactions 


Financial requirements/surplus 
(excluding foreign exchange transactions) 


Foreign exchange transactions 
Net financial balance 
Net change in borrowings 


Net change in cash balances 


(millions of dollars) 


14,427 16,284 142,262 149,826 
-10,442 9,123 -94,239 Eo T.0z2 
3,985 6,561 48,023 52,804 
-3,356 -3,481 “342951 -37,856 
629 3,080 10,072 14,948 
670 405 -559 -2,469 
eae) 3,485 Lai) 12,479 
1,814 -1,176 1,368 -7,584 
eye IRS) 2,309 10,881 4,895 
2,154 -362 -14,222 -3,050 
5.200 1,947 -3,341 1,845 


Note: Positive numbers indicate net source of funds. Negative numbers indicate net requirement for funds. 


for 1996-97 and 1997-98 resulted in large 
upward revisions to Equalization entitlements 
amounting to $1.7 billion. These were included 
in the February 1999 results. 


Year-to-date: budgetary surplus 
of $14.9 billion 


Over the April 1999 to February 2000 period, the 
budgetary surplus was estimated at $14.9 billion, 
up $4.9 billion from the surplus recorded in 

the same period of 1998-99. As noted in the 
2000 budget, economic and policy developments 
over the balance of the fiscal year are expected 
to reduce the cumulative surplus to date 

(see Chapter 3 of The Budget Plan 2000). 

The 2000 budget announced initiatives totalling 
$4.5 billion, including the Canada Health and 
Social Transfer cash supplement of $2.5 billion 
and $0.9 billion to the Canada Foundation for 
Innovation among others, which will be recorded 
in the balance of the fiscal year. In addition, the 
full costs of policy initiatives introduced in the 


1999 budget and those announced prior to the 
2000 budget, totalling about $1 billion, have yet 
to be reflected in the year-to-date results. Finally, 
adjustments will be made in the end-of-year 
accounting period to include the cost of goods 
and services received in late 1999-2000 

but for which payments are not made until the 
April/May 2000 period and for personal income 
tax refunds processed in March 2000 relating 

to the 1999 taxation year. 


These adjustments, coupled with the expected 
developments in February and March 2000 and 
the inclusion of $3 billion for the Contingency 
Reserve, underlie the balanced budget estimate 
in the February 2000 budget for 1999-2000. 


However, given the strength in corporate income 
tax revenues in February 2000, the final 
outcome for 1999-2000 will be better than 
expected. Any surplus for 1999-2000 will be 
applied to reducing the federal debt. Final 
audited results for 1999-2000 will be released 
in the fall. 


The Fiscal Monitor 


Table 2 
Budgetary revenues 
February April to February 
1999 2000 Change 1998-99 1999-00 Change 
(millions of dollars) (%) (millions of dollars) (%) 
Income taxes 
Personal income tax 6,349 5,839 -8.0 69,471 AZAD 4.4 
Corporate income tax ZA035 5,394 104.7 18,123 21,142 16.7 
Other income tax revenue 150 260 73.3 2,440 3,022 23.9 
Total income tax 9,134 11,493 25.8 90,034 96,676 7.4 
Employment insurance 
premium revenues Taio PAA ED -1.0 17,580 16,768 -4.6 
Excise taxes and duties 
Goods and services tax DaSZ 1,706 -20.7 L9°S22 21,448 9.9 
Customs import duties 222 164 -26.1 220 2,035 -8.3 
Sales and excise taxes 608 O77 -5.1 Jia 7,465 -4.0 
Total excise taxes and duties 2,982 2,447 -17.9 29,510 30,948 4.8 
Total tax revenues 14,247 16,050 127 137134 144,392 533 
Non-tax revenues 180 234 30.0 Belial 5,434 DEY. 
Total budgetary revenues 14,427 16,284 12.9 142,262 149,826 5.3 


Over the first 11 months of 1999-2000, 
budgetary revenues were up $7.6 billion, or 
5.3 per cent, on a year-over-year basis. 


¢ Personal income tax revenues were up 
$3.0 billion, or 4.4 per cent, primarily 
reflecting higher receipts from monthly 
deductions from employment income, due to 
increases in the number of people employed. 
Dampening these developments were higher 
personal income tax refunds relating to the 
1998 taxation year, higher Canada Child Tax 
Benefit payments, increases in the amount of 
income Canadians can receive tax-free and 
the elimination of the 3-per-cent surtax, 
reflecting the measures announced in the 
1998 and 1999 budgets. 


¢ Corporate income tax revenues were up 
$3.0 billion, or 16.7 per cent, somewhat 
below the estimated growth in corporate 
profits for 1999. 


Employment insurance (EI) premium 
revenues were down $0.8 billion, or 

4.6 per cent, as the decline in EI premium 
rates more than offset the impact of the 
growth in the number of people employed 
and therefore paying premiums. 


Excise taxes and duties increased $1.4 billion, 
or 4.8 per cent, with all of the increase 
attributable to higher GST revenues, up 

$1.9 billion, or 9.9 per cent, reflecting the 
strong gains in those expenditures subject to 
the GST. Customs import duties were down 
8.3 per cent, while sales and excise taxes 

and duties declined 4.0 per cent, primarily 
attributable to the elimination of the Air 
Transportation Tax, effective November 1998. 


Non-tax revenues, consisting of the return 

on investments and other non-tax revenues, 
such as fees and proceeds from sales, were 
up 5.9 per cent. This component of budgetary 
revenues is quite volatile, reflecting the 
timing of receipts. 
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Table 3 
Budgetary expenditures 


February April to February 
OA 2000 Change 1998-99 1999-00 Change 
(millions of dollars) (%) (millions of dollars) (%) 
Transfer payments to: 
Persons 
Elderly benefits 1,924 1,969 2 20,829 21,355 HS 
Employment insurance benefits L185 jel -5.4 10,448 10,325 -1.2 
Total 3,109 3,090 -0.6 Se 31,680 |e: 
Other levels of government 
Canada Health and Social Transfer 1,042 1,042 0.0 11,458 11,458 0.0 
Fiscal transfers 2,396 975 -59.3 10,441 9,995 -4,3 
Alternative Payments for 
Standing Programs -187 -188 We: -2,054 -2,063 0.4 
Total o,25! 129 -43.7 19,845 19,390 -2.3 
Direct program spending 
Subsidies and other transfers 
Agriculture 47 195 314.9 567 765 34.9 
Foreign Affairs 138 362 162.3 1,405 1,574 12.0 
Health 3 TA 294 863 932 8.0 
Human Resources Development 144 103 -28.5 1,829 1,350 -26.2 
Indian and Northern Development 182 218 19.8 3,349 3,488 4.2 
Industry and Regional Development 224 eZ -23.2 392 1,308 -6.0 
Veterans Affairs 1S 119 35 1255 L276 7 
Other 218 219 28.0 2,087 2,611 254 
Total 15123 1,519 3563 12,747 13,304 4.4 
Payments to Crown corporations 
Canadian Broadcasting Corporation 45 7 66.7 869 805 -7.4 
Canada Mortgage and 
Housing Corporation 135 150 iat 1,625 1,645 be2 
Other 102 56 -45.1 943 931 -1.3 
Total 282 281 -0.4 3,437 3,381 -1.6 
Operating and capital expenditures 
Defence 853 1,007 18.1 8,536 9,648 13.0 
All other departmental expenditures 1,824 1,997 se 18,397 19,619 6.6 
Total 2,077 3,004 22 26,933 29261 8.7 
Total direct program spending 4,082 4,804 Ley 43,117 45,952 6.6 
Total program expenditures 10,442 97123 -6.9 94,239 97,022 3.0 
Public debt charges 35356 3,481 OMT. Bye bul 37,856 -0.3 
Total budgetary expenditures 13,798 13,204 -4.3 132,190 134,878 20 
Memorandum item: 
Total transfers 7,483 6,438 -14.0 63,869 64,374 0.8 
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Program spending increased by $2.8 billion, or 
3.0 per cent, in the April 1999 to February 2000 
period, compared to the same period of 1998-99. 


¢ Major transfers to persons were up 
$0.4 billion, or 1.3 per cent, as higher elderly 
benefit payments more than offset a decline 
in EI benefits. The increase in elderly benefits 
reflected an increase in the number of 
individuals eligible for benefits and higher 
average benefits, which are indexed to 
inflation. The decline in EI benefit payments 
was due to a decline in the number of 
beneficiaries, reflecting a reduction in the 
number of people unemployed. In contrast, 
special EI benefits and payments under 
employment benefit and support measures 
were higher. 


¢ Major transfers to other levels of government 
declined $0.5 billion, or 2.3 per cent, 
reflecting the impact of prior-year 
adjustments affecting fiscal transfers, most 
notably for Equalization. As indicated in the 
1999 budget, Equalization entitlements were 
revised up significantly for years prior to 
1999 due to historical data revisions, which 
indicated much stronger economic growth in 
Ontario than in the Equalization-receiving 
provinces. While an adjustment of $1.7 billion 
was included in the February 1999 results, no 
such large adjustments are expected this year. 


* Direct program spending, consisting of total 
program spending less the major transfers to 
persons and other levels of government, 
increased by $2.8 billion, or 6.6 per cent. 
This component includes subsidy and other 
transfer payments, payments to Crown 
corporations, and the operating and capital 
costs of government, including defence. 
Developments in this component are affected 
by the lifting of the wage freeze, the effect 
of new initiatives announced in the 
February 1999 budget, and the costs 
associated with Canada’s international 
peacekeeping commitments. 


Public debt charges declined 0.3 per cent from 
year-earlier levels, as a decline in the average 
effective interest rate more than offset the 
impact of an increase in the stock of interest- 
bearing debt. 


Year-to-date: financial surplus of 
$12.5 billion (excluding foreign 
exchange transactions) 


The budgetary balance is presented on a 
modified accrual basis of accounting, recording 
government liabilities when they are incurred, 
regardless of when the cash payment is made. 
In addition, the budgetary balance includes only 
those activities over which the Government has 
legislative control. 


In contrast, financial requirements/surplus 
measures the difference between cash coming in 
to the Government and cash going out. Financial 
requirements/surplus differs from the budgetary 
balance, as the former includes transactions in 
loans, investments and advances, federal 
employees’ pension accounts, other specified 
purpose accounts, and changes in other financial 
assets and liabilities. These activities are 
included as part of non-budgetary transactions. 
The conversion from accrual to cash is also 
reflected in non-budgetary transactions. 


Non-budgetary transactions resulted in a net 
requirement of $2.5 billion in the first 

11 months of 1999-2000, up from the net 
requirement of $0.6 billion in the same period of 
1998-99. The higher requirement was due to the 
payment to a third-party trust of the $3.5-billion 
Canada Health and Social Transfer cash 
supplement, as announced in the 1999 budget. 
As a result, there was a financial surplus 
(excluding foreign exchange transactions) of 
$12.5 billion in the April 1999 to February 2000 
period, up $3.0 billion from the financial surplus 
recorded in the same period of 1998-99. 


The Fiscal Monitor 


Table 4 


The budgetary balance and financial requirements/surplus 


February April to February 
1999 2000 1998-99 1999-00 
(millions of dollars) 
Budgetary balance (deficit/surplus) 629 3,080 10,072 14,948 
Loans, investments and advances 
Crown corporations 66 ia) 3h 528 
Other 12S 149 -257 85 
Total 19] 284 1,054 613 
Specified purpose accounts 
Canada Pension Plan Account 2p) 413 1,240 -58 
Superannuation accounts 324 325 3,643 4,531 
Other -| 81 2 -49 
Total 878 819 4,885 4,424 
Other transactions -399 -698 -6,498 -7,506 
Total non-budgetary transactions 670 405 -559 -2,469 
Financial requirements/surplus 
(excluding foreign exchange transactions) 1,299 3,485 9,513 12,479 
Foreign exchange transactions 1,814 -1,176 1,368 -7,584 
Net financial balance SABI 2,309 10,881 4,895 
Table 5 
Net financial balance and net borrowings 
February April to February 
1999 2000 1998-99 1999-00 
(millions of dollars) 
Net financial balance Sys OS) 2,309 10,881 4,895 
Net increase (+)/decrease (-) in borrowings 
Payable in Canadian dollars 
Marketable bonds 2,300 -600 8,272 6,349 
Canada Savings Bonds -201 -187 -1,825 -961 
Treasury bills 2,200 100 -26,300 -5,350 
Other -279 0 108 -285 
Subtotal 4,020 -687 -19,745 -247 
Less: Government’s holding of unmatured debt 558 -6 PF 91 
Total 4,578 -693 -19,618 -156 
Payable in foreign currencies 
Marketable bonds -2,801 -39 6,880 2,488 
Notes and loans ~ a = - 
Canada bills B77 370 -409 -5,118 
Canada notes 0 0 -1,075 -264 
Total -2,424 331 5,396 -2,894 
Net change in borrowings 2,154 -362 -14,222 -3,050 
Change in cash balance 5,267 1,947 -3,341 1,845 
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Table 6 
Condensed statement of assets and liabilities 
March 31, 1999 February 29, 2000 Change 
(millions of dollars) 
Liabilities 
Accounts payable, accruals and allowances 

Accounts payable and accrued liabilities 24,509 19,218 -5,291 
Interest and matured debt 9,791 6,826 -2,965 
Allowances 11,016 11,016 0 
Total accounts payable, accruals and allowances 45,316 37,060 -8,256 


Interest-bearing debt 
Pension and other accounts 


Public sector pensions 122,407 126,938 4,531 
Canada Pension Plan (net of securities) 5,427 5,368 -59 
Other pension and other accounts 6,724 6,674 -50 
Total pension and other accounts 134,558 138,980 4,422 


Unmatured debt 
Payable in Canadian currencies 


Marketable bonds 295e152 302,109 6,357 
Treasury bills 96,950 91,600 -5,350 
Canada Savings Bonds 27,662 26,785 -877 
Other 4,063 3,778 -285 
Subtotal 424,427 424,272 -155 
Payable in foreign currencies 
Marketable bonds 24,569 2050 2,488 
Canada bills 10,171 5,053 -5,118 
Canada notes 1,261 997 -264 
Subtotal 36,000 33,106 -2,894 
Total unmatured debt 460,427 457,378 -3,049 
Total interest-bearing debt 594,985 596,358 1373 
Total liabilities 640,301 633,418 -6,883 
Assets 

Cash and accounts receivable Nose (6 16,368 1,095 
Foreign exchange accounts 34,668 42,251 7,583 

Loans, investments and advances 
(net of allowances) 137550 12,923 -613 
Total assets 63,477 71,542 8,065 


eR 


Accumulated deficit (net public debt) 576,824 561,876 -14,948 


The Fiscal Monitor 


Year-to-date: net financial surplus 
of $4.9 billion (including foreign 
exchange transactions) 


Foreign exchange transactions represent all 
transactions in international reserves held in the 
Exchange Fund Account. The purpose of the 
Exchange Fund Account is to promote order and 
stability in the foreign exchange market. It 
fulfills this function by buying foreign exchange 
(selling Canadian dollars) when there is upward 
pressure on the value of the Canadian dollar and 
selling foreign exchange (buying Canadian 
dollars) when there is downward pressure. The 
buying of Canadian dollars represents a source 
of funds from exchange fund transactions, while 
the selling of Canadian dollars represents a 
requirement. Changes in foreign currency 
liabilities, which are undertaken to change the 


level of Canada’s foreign exchange reserves, 
also impact on foreign exchange transactions. 
Taking all of these factors into account, there 
was a net requirement of $7.6 billion in the 
April 1999 to February 2000 period, compared 
to a net source of $1.4 billion in the same period 
of 1998-99. 


With a budgetary surplus of $14.9 billion, a net 
requirement of $2.5 billion from non-budgetary 
transactions and a net requirement of 

$7.6 billion from foreign exchange transactions, 
there was a net financial surplus of $4.9 billion 
in the April 1999 to February 2000 period, 
compared to a net surplus of $10.9 billion in the 
same period of 1998-99. This surplus was used 
to retire $3.1 billion of market debt and increase 
cash balances by $1.8 billion. Cash balances at 
the end of February 2000 stood at $11.2 billion. 
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in March 2000 of $2.5 billion to the Canada Health and Social 


Transfer will be booked in the end-of-year 
accounting period, following passage of 
legislation. In addition, adjustments are made 
to include liabilities incurred by departments 
for goods and services received in late 1999- 
2000 but for which payments were made in 
the April/May 2000 period. 


There was a budgetary deficit of $31 million in 
March 2000, an improvement of $501 million 
from March 1999, Budgetary revenues were up 
$977 million, or 7.2 per cent, program spending 
increased $470 million, or 4.4 per cent, while 
public debt charges were virtually unchanged 

(up $6 million, or 0.2 per cent), from year 


earlier levels. These adjustments, coupled with the inclusion of 
| $3 billion for the Contingency Reserve, underlie 
Year-to-date: budgetary surplus the balanced budget estimate in the February 

of $14.9 billion 2000 budget for 1999-2000. However, the results 
Over 12 months (April 1999 to March 2000), to date indicate the final outcome for 1999-2000 


will be better than expected. Economic growth 
for 1999 and the first quarter of 2000 was much 
stronger than expected by private sector 
economists when the budget estimates were 
finalized. This has translated into higher-than- 
expected personal and corporate income tax 
revenues. Spending remains largely on track. 
Any surplus for 1999-2000 will be applied to 
reducing the federal debt. 


the budgetary surplus was estimated at 
$14.9 billion, up $5.4 billion from the surplus 
of $9.5 billion reported in the same period of 
1998-99. Budgetary revenues were up 
$8.5 billion, or 5.5 per cent, program spending 
was up $3.3 billion, or 3.1 per cent, while 
public debt charges were down $90 million, 
or 0.2 per cent. 


Final results to come in the fall Final audited financial results for 1999-2000 


The financial results for the April 1999 to Mau se Weegee iN Ge ea 


March 2000 period are not the final results for 

the 1999-2000 fiscal year. Still to come are the Year-to date: budgetary revenues 
regular end-of-year accounting adjustments. up $8.5 billion 

In the April 1999 to March 2000 period, 
budgetary revenues were up $8.5 billion, 
or 5.5 per cent, compared to the same period 


Consistent with government accounting 
principles, these adjustments incorporate 
increases in program spending to include the 


costs of liabilities incurred during the fiscal of 1998-99. 
year for which no payments were made in ¢ Personal income tax revenues were up 
1999-2000. For example, the 2000 budget $4.0 billion, or 5.5 per cent, primarily 
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Table 1 
Summary statement of transactions 


March April to March 
1999 2000 1998-99 1999-00 
(millions of dollars) 
Budgetary transactions 

Revenues 13,608 14,585 155,870 164,411 
Program spending -10,729 -11,199 -104,967 -108,221 
Operating surplus 2,879 3,386 50,903 56,190 
Public debt charges -3,411 -3,417 -41,363 -41,273 
Budgetary balance (deficit/surplus) -532 -31 9,540 14,917 
Non-budgetary transactions Tat 3,677 1,210 1,210 

Financial requirements/surplus 
(excluding foreign exchange transactions) 1239 3,646 10,750 16,127 
Foreign exchange transactions -5,846 -1,661 -4,478 -9,244 
Net financial balance -4,607 1,985 6,272 6,883 
Net change in borrowings 6,853 -128 -7,368 -3,178 
Net change in cash balances 2,246 1,857 -1,096 3,705 
Cash balance at end of period 9,285 0M 


Note: Positive numbers indicate a net source of funds. Negative numbers indicate a net requirement for funds. 


reflecting higher receipts from monthly 
deductions from employment income, due to 
increases in the number of people employed. 
Dampening these developments were higher 
personal income tax refunds relating to the 
1998 and 1999 taxation years and higher 
Canada Child Tax Benefit payments. The 
large increase in personal income tax 
revenues in March 2000 over March 1999 
was primarily attributable to the reallocation 
of revenues from personal income tax to 
corporate income tax in March 1999. 
Personal income revenues in February 1999 
were overstated and this was corrected in 
March 1999. 


* Corporate income tax revenues were up 
$2.6 billion, or 12.3 per cent, about half the 
estimated increase in corporate profits for 
1999. The decline in revenues in March 2000 
over March 1999 was attributable to the 


reallocation noted above. Corporate income 
tax revenues were understated in February 
1999 with a comparable upward correction 
in March 1999. 


Employment insurance (EI) premium 
revenues were down $0.9 billion, or 4.6 per 
cent, as the decline in the EI premium rate 
from $2.70 (employee rate per $100 of 
insurable earnings) in 1998 to $2.55 in 1999 
and $2.40 in 2000 more than offset the impact 
of the growth in the number of people 
employed and therefore paying premiums. 


Excise taxes and duties increased $1.6 billion, 
or 5.1 per cent, with all of the increase 
attributable to higher goods and services tax 
(GST) revenues, up $2.0 billion, or 9.8 per 
cent, reflecting the strong gains in those 
expenditures subject to the GST. Customs 
import duties were down 6.6 per cent, while 
sales and excise taxes and duties declined 
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Table 2 


Budgetary revenues 


Income taxes 
Personal income tax 
Corporate income tax 
Other income tax revenue 


Total income tax 
Employment insurance premium revenues 


_ Excise taxes and duties 
| Goods and services tax 
Customs import duties 
Sales and excise taxes 


Total excise taxes and duties 
Total tax revenues 
_ Non-tax revenues 


_ Total budgetary revenues 


March April to March 

1999 2000 Change 1998-99 1999-00 Change 

(millions of dollars) (%) (millions of dollars) (%) 
4,089 5,091 24.5 73,560 77,603 27) 
2519 2,109 -18.2 20,700 epi | 123 
452 450 -0.4 2,892 3,472 20.1 
7,118 7,650 108) 97,152 104,326 7.4 
1,808 L733 -4.0 19,388 18,504 -4.6 
1,407 1-527 8.5 20,929 22,975 9.8 
149 ey, 18.8 2,369 BLD G2 -6.6 
674 704 4.5 8,449 8,168 -3.3 
2,230 2,408 8.0 31,747 335550 al 
11,156 L793 Deh 148,287 =156,185 Bed 
2,452 2192 13.9 Pay.) 8,226 8.5 
13,608 14,585 His. 155,870 164,411 Sp) 


3.3 per cent, primarily attributable to the 
elimination of the Air Transportation Tax, 
effective November 1998. 


_¢ Non-tax revenues, consisting of the return 
on investments and other non-tax revenues, 
such as fees and proceeds from sales, were 
up 8.5 per cent. 


| Year-to date: program spending 
up $3.3 billion 


| Program spending increased by $3.3 billion, or 


3.1 per cent, in the April 1999 to March 2000 


_ period, compared to the same period of 1998-99. 


_¢ Major transfers to persons were up 


$0.2 billion or 0.5 per cent, as higher elderly 


beneficiaries, reflecting a reduction in the 
number of people unemployed. In contrast, 
special EI benefits and payments under 
employment benefit and support measures 


were higher. 


¢ Major transfers to other levels of government 


declined $0.6 billion, or 3.0 per cent, 


reflecting the impact of prior-year adjustments 
in 1998-99 affecting fiscal transfers, most 
notably for Equalization. As indicated in the 
1999 budget, Equalization entitlements were 
revised up significantly for years prior to 1999 


due to historical data revisions, which 


indicated much stronger economic growth in 
Ontario than in the Equalization-receiving 


benefit payments more than offset a decline in 
EI benefits. The increase in elderly benefits 
reflected an increase in the number of 
individuals eligible for benefits and higher 
average benefits, which are indexed to 
inflation. The decline in EI benefit payments 
was due to a decline in the number of 


provinces. While an adjustment of $1.7 billion 
was included in the February 1999 results, no 
such large adjustments are expected this year. 


Direct program spending, consisting of total 
program spending less the major transfers to 
persons and other levels of government, 
increased by $3.7 billion, or 7.7 per cent. 
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Table 3 
Budgetary expenditures 


March April to March 
1999 2000 Change 1998-99 1999-00 Change 
(millions of dollars) (%) (millions of dollars) (%) 
Transfer payments to: 
Persons 
Elderly benefits 1,937 2,000 38) 22105 23,59) 2.6 
Employment insurance benefits [2323 1,015 -23.3 Lie 11,340 =3.) 
Total 3,260 3,015 -7.5 34,537 34,695 0.5 
Other levels of government 
Canada Health and Social Transfer 1,042 1,042 0.0 12,500 12,500 0.0 
Fiscal transfers 790 692 -12.4 PhS t 10,687 -4.8 
Alternative Payments for Standing Programs -93 -188 102.2 -2,147 -2,251 4.8 
Total 1,739 1,546 -11.1 21,584 20,936 -3.0 
Direct program spending 
Subsidies and other transfers 
Agriculture 82 (35 64.6 649 950 46.4 
Foreign Affairs 230 20a 422 1,635 1,901 16.3 
Health 93 118 26,9 955 1,050 a9 
Human Resources Development 179 229 27.9 2,008 1,579 -21.4 
Indian and Northern Development 340 21g -36.2 3,689 SOS 0.4 
Industry and Regional Development IND: 264 -2.9 1,664 | es -5.5 
Veterans Affairs 117 121 3.4 Cove 1397 1.8 
Other 1,058 1,501 41.9 3,144 4,062 29.2 
Total 2301 2,912 22S [OST 1TG ae lO326 (ke 
Payments to Crown corporations 
Canadian Broadcasting Corporation 27 66 144.4 896 871 -2.8 
Canada Mortgage and Housing Corporation 175 150 -14.3 1,800 1,795 -0.3 
Other 100 54 -46.0 1,043 985 -5.6 
Total 302 270 -10.6 See) S05) -2.4 
Operating and capital expenditures 
Defence O72 (127, [5,9 DUS aa LOM IS 133 
All other departmental expenditures 2,085 2,329 Li 20,483 21,948 TZ 
Total 5.057. 3,456 13 Do OO ae o.1 
Total direct program spending 5700 6,638 15.8 48,846 52,590 Td 
Total program expenditures 10,729 11199 4.4 104,967 108,221 3A 
Public debt charges 3,411 3,417 0.2 41,363 41,273 -0.2 
Total budgetary expenditures 14,140 14,616 3.4 146,330 149,494 Pap: 
Memorandum item: 
Total transfers 7,370 7,473 WA SNe eT 2 Sa 0.9 


This component includes subsidies and other 
transfer payments, payments to Crown 
corporations, and the operating and capital 
costs of government, including defence. 
Developments in this component are affected 
by the lifting of the wage freeze, the effect of 
new initiatives announced in the 1999 and 
2000 budgets, and the costs associated with 
Canada’s international peacekeeping 
commitments. 


Year-to date: public debt charges 
down $90 million 


Public debt charges declined 0.2 per cent from 
year-earlier levels, as a lower average effective 
interest rate more than offset the impact of an 
increase in the stock of interest-bearing debt. 


Financial surplus of $16.1 billion (excluding 
foreign exchange transactions) in 1999-2000 


The budgetary balance is presented on a 


-modified accrual basis of accounting, recording 


government liabilities when they are incurred, 
regardless of when the cash payment is made. In 


addition, the budgetary balance includes only 


those activities over which the Government has 
legislative control. 


In contrast, financial requirements/surplus 
measures the difference between cash coming in 
to the Government and cash going out. Financial 
requirements/surplus differs from the budgetary 
balance, as the former includes transactions in 
loans, investments and advances, federal 
employees’ pension accounts, other specified 


_ purpose accounts, and changes in other financial 
assets and liabilities. These activities are 
included as part of non-budgetary transactions. 


The conversion from accrual to cash is also 
reflected in non-budgetary transactions. 


Non-budgetary transactions resulted in a net 


source of $1.2 billion for the April 1999 to 


March 2000 period, unchanged from the same 
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period in 1998-99. As a result, there was a 
financial surplus (excluding foreign exchange 
transactions) of $16.1 billion in the April 1999 
to March 2000 period, up $5.4 billion from the 
financial surplus recorded in the same period 
of 1998-99. 


Net financial surplus of $6.9 billion 
(including foreign exchange transactions) 
in 1999-2000 


Foreign exchange transactions represent all 
transactions in international reserves held in the 
Exchange Fund Account. The purpose of the 
Exchange Fund Account is to promote order and 
stability in the foreign exchange market. It 
fulfills this function by buying foreign exchange 
(selling Canadian dollars) when there is upward 
pressure on the value of the Canadian dollar and 
selling foreign exchange (buying Canadian 
dollars) when there is downward pressure. The 
buying of Canadian dollars represents a source 
of funds from exchange fund transactions, while 
the selling of Canadian dollars represents a 
requirement. Changes in foreign currency 
liabilities, which are undertaken to change the 
level of Canada’s foreign exchange reserves, 
also impact on foreign exchange transactions. 
Taking all of these factors into account, there 
was a net requirement of $9.2 billion in the 
April 1999 to March 2000 period, compared 

to a net requirement of $4.5 billion in the same 
period of 1998-99. 


With a budgetary surplus of $14.9 billion, a net 
source of $1.2 billion from non-budgetary 
transactions and a net requirement of 

$9.2 billion from foreign exchange transactions, 
there was a net financial surplus of $6.9 billion 
in the April 1999 to March 2000 period, 
compared to a net surplus of $6.3 billion in the 
same period of 1998-99. This surplus was used 
to retire $3.2 billion of market debt and increase 
cash balances by $3.7 billion. Cash balances at 
the end of March 2000 stood at $13.0 billion. 
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Table 4 


The budgetary balance and financial requirements/surplus 


March April to March 
1999 2000 1998-99 1999-00 
(millions of dollars) 
Budgetary balance (deficit/surplus) -532 -31 9,540 14,917 
Loans, investments and advances 
Crown corporations 302 12 1,613 540 
Other -146 62 -403 147 
Total 156 74 1210 687 
Specified purpose accounts 
Canada Pension Plan Account -7 893 1233 835 
Superannuation accounts 243 547 3,885 5,078 
Other 34 74 35 26 
Total 270 1,514 S53 5,939 
Other transactions 1,345 2,089 -5,153 -5,416 
Total non-budgetary transactions iyi 3,677 1,210 1210 
Financial requirements/surplus 
(excluding foreign exchange transactions) 1,239 3,646 10,750 16,127 
Foreign exchange transactions -5,846 -1,661 -4,478 -9,244 
Net financial balance -4,607 1,985 6,272 6,883 
Table 5 
Net financial balance and net borrowings 
March April to March 
1999 2000 1998-99 1999-00 
(millions of dollars) 
Net financial balance -4,607 1,985 6272 6,883 
Net increase (+)/decrease (-) in borrowings 
Payable in Canadian dollars 
Marketable bonds -7,300 -8,491 972 -2,142 
Canada Savings Bonds -50 -439 -1,875 -1,400 
Treasury bills 10,950 8,250 -15,350 2,900 
Other 499 -352 607 -636 
Subtotal 4,099 -1,032 -15,646 1,278 
Less: Government’s holding of unmatured debt 66 -93 -193 -2 
Total 4,165 -1,125 -15,453 -1,280 
Payable in foreign currencies 
Marketable bonds 132 0 7,013 2,488 - 
Notes and loans = 0 = Ay 
Canada bills 1,283 997 874 -4,122 | 
Canada notes E273 0 198 -264 
Total 2,688 997 8,085 1,898 
Net change in borrowings 6,853 -128 -7,368 -3,178 
Change in cash balance 2,246 1,857 -1,096 3,705 | 
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Table 6 
Condensed statement of assets and liabilities 


Liabilities 
Accounts payable, accruals and allowances 
Accounts payable and accrued liabilities 
Interest and matured debt 
Allowances 


Total accounts payable, accruals and allowances 
Interest-bearing debt 
Pension and other accounts 
Public sector pensions 
Canada Pension Plan (net of securities) 
Other pension and other accounts 
Total pension and other accounts 


Unmatured debt 
Payable in Canadian currencies 
Marketable bonds 
Treasury bills 
Canada Savings Bonds 
Other 
Subtotal 
Payable in foreign currencies 
Marketable bonds 
Canada bills 
Canada notes 
Subtotal 
Total unmatured debt 
Total interest-bearing debt 
Total liabilities 
Assets 


Cash and accounts receivable 
Foreign exchange accounts 


Loans, investments and advances (net of allowances) 


Total assets 
Accumulated deficit (net public debt) 


March 31, 1999 March 31,2000 Change 


(millions of dollars) 


24,509 22,158 -2,351 
9,791 8,678 -1,113 
11,016 11,016 0 
45,316 41,852 -3,464 
122,407 127,485 5,078 
5,427 6,262 835 
6,724 6,749 raps 
134,558 140,496 5,938 
29D D2 293,618 -2,134 
96,950 99,850 2,900 
27,662 20,292, -1,410 
4,063 3,426 -637 
424,427 423,146 -1,281 
24,569 27,057 2,488 
£0,174 6,049 -4,122 
1,261 zed -264 
36,000 34,103 -1,897 
460,427 457,249 -3,178 
594,985 597,745 2,760 
640,301 639,597 -704 
155273 20,930 5,657 
34,668 43,911 9,243 
1355356 12,849 -687 
63,477 77,690 14,213 


576,824 561,907 -14,917 
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Table 7 
Debt Servicing and Reduction Account (DSRA) 
1991-92 1992-93 1993-94 1994-95 1995-96 1996-97 1997-98 1998-99 
(millions of dollars) 
Gross GST collected 29,564 30,516 32,652 36,715 38,048 40,733 46,986 50,174 
Hesse 
Refunds and rebates 12,134 13,145 14,271 NY 18,874 19,782 24,633 26,640 
Quarterly low-income 
credit 2,262 2,903 2,685 2,816 2,799 2,872 2,892 2,850 
Net GST 15,168 14,868 15,696 16,787 16375 18,079 19,461 20,684 
GST penalties and 
interest received 19 Wl 90 129 133 159 127 123 
Gains from wind-up of interest 
in Crown corporations/ 
disposal of shares 2 110 325 
Gifts to the Crown 0.4 0.1 0.2 0.5 0.3 0.3 0:2 12 
Proceeds to DSRA 15,190 15,050 15,786 16,916 16,835 18,238 19,588 20,808 


Source: Public Accounts of Canada. 


The Debt Servicing and Reduction Account 


In June 1991, legislation to establish the 
Debt Servicing and Reduction Account (DSRA) 


received Royal Assent. As a result, effective 
April 1, 1991, all GST revenues net of the 
applicable input tax credits, rebates and the 


low-income credit, along with the net proceeds 


from the sale of Crown corporations and gifts to 
the Crown identified for debt reduction, must, 
by law, go directly to the DSRA. The funds in 
this Account can only be used to pay the cost 
of servicing the public debt and ultimately to 
reduce the debt. The Account is audited on an 
annual basis by the Auditor General of Canada. 


For additional copies or subscription inquiries, please contact the Distribution Centre at (613) 995-2855. 
For other inquiries about this publication, contact Peter Devries at (613) 996-7397. 
Also available on the Internet (including advance tentative release dates) at http://www.fin.gc.ca/ 
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Highlights of financial results for April 2000 


Budgetary surplus of $2.7 billion 
in April 2000 


There was a budgetary surplus of $2.7 billion in 
April 2000, up $1.2 billion from the surplus of 
$1.5 billion in April 1999. Budgetary revenues 
were up 11.2 per cent, program spending was 
up 3.7 per cent and public debt charges declined 
3 percent. 


Among the major revenue components, 
personal and corporate income tax revenues 
were higher, with declines reported in all other 
major revenue components. 


¢ Personal income tax collections were up 
12.0 per cent, or $0.8 billion. However, half 
of the increase was attributable to timing 
factors related to the processing of personal 
income tax refunds in March and April. While 
the value of refunds processed in March 2000 
was $0.6 billion higher than in March 1999, 
the value of those processed in April 2000 
was $0.4 billion lower than in April 1999. 
The remaining increase in collections in 
April 2000 primarily reflected continued 
strength in monthly deductions from 
employment income, due to the increase 
in the number of people employed. 


¢ Corporate income tax collections increased 
81.3 per cent, or $0.9 billion. Although part 
of this increase reflects the continued strength 
in corporate profits, another important 
factor relates to tax instalment procedures. 
Corporations are required to remit monthly 
instalments based on either their previous 
year’s actual tax liability or their current year’s 
projected tax liability. Although corporate 
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profits rebounded strongly in 1999, monthly 
tax instalments for most of 1999 were based 
on the tax liability for 1998 — a year in 
which corporate profits declined — thereby 
depressing instalment payments in 1999. 
With current monthly instalments largely 
based on 1999 tax liabilities, the monthly 
results for 2000-01 may again be misleading. 


* Employment insurance premium revenues 
were down 0.2 per cent, as the decline in 
premium rates (the employee rate for 2000 
is $2.40 per $100 of insurable earnings 
compared to $2.55 in 1999) offset the impact 
of the growth in the number of people 
employed and therefore paying premiums. 


* Excise taxes and duties were 1.8 per cent 
lower. However, given the continued strength 
in consumer spending, the results for 
April appear to be affected by timing factors, 
which should result in increased revenues 
in future months. 


Within program spending, all major components 
were higher. 


¢ Major transfers to persons were up 
1.4 per cent, as increased elderly benefit 
payments more than offset a decline in 
employment insurance benefits. 


¢ Major transfers to other levels of government 
were up 8.8 per cent, reflecting higher cash 
transfers under the Canada Health and Social 
Transfer (CHST) and Equalization programs. 
The increase in CHST cash transfers reflected 
the 1999 budget measure to increase base 
funding from $12.5 billion in 1999-2000 to 
$13.5 billion in 2000-01. The increase in 


Canada 
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Table | 
Summary statement of transactions 


April 


ee) 


2000 


(millions of dollars) 


Budgetary transactions 


Revenues 133229 14,712 
Program spending -8,289 -8,595 
Operating surplus 4,940 6,117 
Public debt charges -3,412 -3,368 
Budgetary balance (deficit/surplus) 1,528 2,749 
Non-budgetary transactions -3,556 -5,223 
Financial requirements/surplus 
(excluding foreign exchange transactions) -2,028 -2,474 
Foreign exchange transactions -632 IPAS, 
Net financial balance -2,660 -1,345 
Net change in borrowings -4,716 -5,788 
Net change in cash balances -7,376 =/-133 
Note: Positive numbers indicate a net source of funds. Negative numbers indicate a net requirement for funds. 
Equalization entitlements was attributable to Financial requirements of $2.5 billion 
the continued stronger economic growth in (excluding foreign exchange transactions) 
Ontario than in the Equalization-receiving in April 2000 
gta The budgetary balance is presented on a 
* Direct program spending, consisting of total modified accrual basis of accounting, recording 
program spending less major transfers to government liabilities when they are incurred, 
persons and other levels of government, regardless of when the cash payment is made. 
increased by 3.3 per cent. Subsidies and In addition, the budgetary balance includes only 
other transfers increased 0.9 per cent while those activities over which the Government has 


payments to Crown corporations advanced by legislative control. 
12.7 per cent. Defence spending declined, as 
last year’s results were affected by the costs 
associated with Canada’s international 
peacekeeping commitments. All other 
departmental expenditures advanced by 

7.4 per cent. The monthly fluctuations in 
these components are due in large part to 
the timing of payments. 


In contrast, financial requirements/surplus 


loans, investments and advances, federal 


measures the difference between cash coming in 
to the Government and cash going out. Financial 
requirements/surplus differs from the budgetary 
balance as the former includes transactions in 


employees’ pension accounts, other specified 


purpose accounts, and changes in other financial 


The decline in public debt charges was assets and liabilities. These activities are 


attributable to a decline in the stock of interest- included as part of non-budgetary transactions. 
bearing debt, as the average effective interest The conversion from accrual to cash is also 


rate on that stock was unchanged. reflected in non-budgetary transactions. 


{ 


{ 
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Table 4 
The budgetary balance and financial requirements/surplus 


April 
1999 2000 


(millions of dollars) 


Budgetary balance (deficit/surplus) 1,528 2,749 
Loans, investments and advances 
Crown corporations -64 0 
Other 350 105 
Total 286 105 
Specified purpose accounts 
Canada Pension Plan Account -221 -394 
Superannuation accounts 366 BL 
Other | -44 
Total 166 -122 
Other transactions -4,008 -5,206 
Total non-budgetary transactions -3,556 “225 
Financial requirements/surplus 
(excluding foreign exchange transactions) -2,028 -2,474 
Foreign exchange transactions -632 IPAS) 
Net financial balance -2,660 -1,345 
Table 5 
Net financial balance and net borrowings ; 
April 
1999 2000 


Net financial balance 


Net increase (+)/decrease (-) in borrowings 
Payable in Canadian dollars 
Marketable bonds 
Canada Savings Bonds 
Treasury bills 
Other 


Subtotal 


Payable in foreign currencies 
Marketable bonds 
Notes and loans 
Canada bills 
Canada notes 


Total 


Net change in borrowings 


Change in cash baia..ce 


(millions of dollars) 


-2,660 -1,345 
0 1,900 

-3] -5 
-4,050 -7,250 
598 0 
-3,483 -5,355 
0 0 

0 0 
-1,233 -433 
0 0 
-1,233 -433 
-4,716 -5,788 
-7,376 =7,133 
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Table 3 
Budgetary expenditures 
April 
1999 2000 Change 
(millions of dollars) (%) 
Transfer payments to: 
Persons 
Elderly benefits ESA oO] 43 
Employment insurance benefits L079 1,038 -3.8 
Total 2,994 3,035 1.4 
Other levels of government 
Canada Health and Social Transfer 1,042 ZS 8.0 
Fiscal transfers 744 832 11.8 
Alternative Payments for 
Standing Programs -177 -206 16.4 
Total 1,609 IN. gen| 8.8 
Direct program spending 
Subsidies and other transfers 
Agriculture l 9 800.0 
Foreign Affairs a7 oS) -3.5 
Health 55 63 14.5 
Human Resources Development 28 8 -71.4 
Indian and Northern Development 829 842 1.6 
Industry and Regional Development 91 ZF -70.3 
Veterans Affairs 3 116 2a 
Other 176 242 STL 
Total 1350 1,362 0.9 
Payments to Crown corporations 
Canadian Broadcasting Corporation WI) 173 Sa 
Canada Mortgage and 
Housing Corporation 145 150 3.4 
Other 133 140 -8.5 
Total 4\] 463 PA 
Operating and capital expenditures 
Defence 534 490 -8.2 
All other departmental expenditures 1,391 1,494 7.4 
Total OZ 1,984 a1 
Total direct program spending 3,686 3,809 eo 
Total program expenditures 8,289 8,595 oe! 
Public debt charges 3°412 3,368 218 
Total budgetary expenditures 11,701 11,963 IRD) 


Memorandum item: 
Total transfers 5,953 6,148 36) 


—> 
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Table 2 
Budgetary revenues 
April 
1999 2000 Change 
(millions of dollars) (%) 
Income taxes 
Personal income tax 6,559 7,347 12.0 
Corporate income tax 1,083 1,963 81.3 
Other income tax revenue 423 342 -19.] 
Total income tax 8,065 0652: 1937 
Employment insurance 
premium revenues 1,788 1,784 -0).2 
Excise taxes and duties 
Goods and services tax 2,097 2,077. -1.0 
Customs import duties 180 160 -11.1 
Sales and excise taxes 625 612 =a 
Total excise taxes and duties 2,902 2,849 -1.8 
Total tax revenues I Aies 14,285 12.0 
Non-tax revenues 474 427 -9.9 
Total budgetary revenues 1229 14,712 eZ 


Non-budgetary transactions resulted in a net 
requirement of $5.2 billion in April 2000, up from 
a net requirement of $3.6 billion in April 1999. 
The higher requirement primarily reflected the 
first instalment of pay equity settlement 
payments, which amounted to $1.6 billion. As 

a result, there was a financial requirement 


(excluding foreign exchange transactions) of 


$2.5 billion in April 2000, compared to a 
_requirement of $2.0 billion in April 1999. 


| Net financial requirement of $1.3 billion 
in April 2000 


| Foreign exchange transactions represent all 

| transactions in international reserves held in the 
| Exchange Fund Account. The purpose of the 
Exchange Fund Account is to promote order 
_and stability in the foreign exchange market. It 
fulfills this function by buying foreign exchange 
| (selling Canadian dollars) when there is upward 
pressure on the value of the Canadian dollar and 
selling foreign exchange (buying Canadian 
dollars) when there is downward pressure. The 
buying of Canadian dollars represents a source 


of funds from exchange fund transactions, 

while the selling of Canadian dollars represents 
a requirement. Changes in foreign currency 
liabilities, which are undertaken to change the 
level of Canada’s foreign exchange reserves, also 
impact on foreign exchange transactions. Taking 
all of these factors into account, there was a net 
source of $1.1 billion in April 2000, compared to 
a net requirement of $0.6 billion in April 1999. 


With a budgetary surplus of $2.7 billion, a net 
requirement of $5.2 billion from non-budgetary 
transactions and a net source of funds of 

$1.1 billion from foreign exchange transactions, 
there was a net financial requirement of 

$1.3 billion in April 2000, compared to a net 
requirement of $2.7 billion in April 1999. 


Net borrowings down $5.8 billion 


Although there was a net financial requirement 
of $1.3 billion in April 2000, the Government 
still retired $5.8 billion of market debt that 
month. This was accomplished by reducing its 
cash balances by $7.1 billion. Cash balances at 
the end of April 2000 amounted to $5.8 billion. 


The Fiscal Monitor 


Table 6 
Condensed statement of assets and liabilities 
March 31, 2000 April 30, 2000 Change 
(millions of dollars) 
Liabilities 
Accounts payable, accruals and allowances 
Accounts payable and accrued liabilities 22,158 19,906 =2,252 
Interest and matured debt 8,678 10,119 1,441 
Allowances 13,516 11,938 -1,578 
Total accounts payable, accruals and allowances 44,352 41,963 -2,389 
Interest-bearing debt 
Pension and other accounts 
Public sector pensions 127,485 127,801 316 
Canada Pension Plan (net of securities) 6,262 5,868 -394 
Other pension and other accounts 6,749 6,705 -44 
Total pension and other accounts 140,496 140,374 -122 
Unmatured debt 
Payable in Canadian currencies 
Marketable bonds 293,618 295,827 2,209 
Treasury bills 99,850 92,600 -7,250 
Canada Savings Bonds 26,292 26,426 174 
Other 3,426 5.592 126 
Subtotal 423,146 418,405 -4,741 
Payable in foreign currencies 
Marketable bonds Digi Very! Dip waves -1,529 
Canada bills 6,049 meet) -474 
Canada notes 997 1053 56 
Subtotal 34,103 32.156 -1,947 
Total unmatured debt 457,249 450,561 -6,688 
Total interest-bearing debt 597,745 590,935 -6,810 
Total liabilities 642,097 632,898 -9,199 
Assets 
Cash and accounts receivable UipSsits 6,087 -5,426 
Foreign exchange accounts 43,911 42,782 -1,129 
Loans, investments and advances 
(net of allowances) 12,849 12,954 105 
Total assets 68,273 61,823 -6,450 
Accumulated deficit (net public debt)! 573,824 571,075 


! Assumes fiscal balance of $3 billion for 1999-2000. 
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Highlights of financial results for May 2000 


Budgetary surplus of $3.3 billion All major components of program spending 
in May 2000 were higher on a year-over-year basis, while 
There was a budgetary surplus of $3.3 billion the decline in public debt charges reflected 
in May 2000, up $1.4 billion from the a decline in the average effective interest rate 
surplus of $1.9 billion reported in May 1999. as the stock of interest-bearing debt was 
Budgetary revenues were up $1.8 billion, virtually unchanged. 
or 13.6 per cent, while public debt charges 
declined $0.1 billion, or 3.6 per cent. Year-to-date: budgetary surplus 
Program spending increased $0.5 billion, of $6.1 billion 
or 6.7 per cent. Over the first two months of fiscal 
Higher personal income tax and goods and year 2000-01, the budgetary surplus was 
services tax (GST) revenues accounted for estimated at $6.1 billion, up $2.6 billion 
most of the year-over-year increase in from the surplus of $3.4 billion reported 
budgetary revenues. in the same period of 1999-2000. 
¢ Personal income tax revenues were up However, the results to date do not include 
$0.7 billion, or 10.8 per cent, on a any impact of the tax reductions measures 
year-over-year basis. This increase primarily affecting the current fiscal year, as 
reflected higher taxes paid on filing, with announced in the 2000 Budget as part of 
respect to the 1999 taxation year, which the Government’s Five-Year Tax Reduction 
more than offset the year-over-year decline Plan. The restoration of full indexation of 
witnessed in tax on filing in April 2000. the personal income tax system, the reduction 
¢ GST revenues increased $0.8 billion, in the middle tax rate from 26 per cent to 
or 44.0 per cent, on a year-over-year basis. 24 per cent, increases in the amounts at which 
Most of the increase was attributable to a the personal income tax rates apply, among 
decline in refunds and rebates, reflecting others, will restrain the growth in personal 
timing factors. This should be reversed in income tax revenues, beginning in July 2000. 
future months, which would bring the As indicated in The Budget Plan 2000, 
results more in line with the growth in the the net fiscal impact of all the tax reduction 
underlying tax base. measures affecting 2000-01 amounts to 
¢ Among the other major revenue components, $4.6 billion. As such, the budgetary results 
corporate income tax revenues increased by for the first few months of 2000-01 are not 
7.6 per cent, employment insurance premium an appropriate indicator of developments 
revenues were down 1.4 per cent, reflecting over the year as a whole. 
the decline in premium rates, while sales and 
excise taxes and duties fell by 5.3 per cent. 4 \e RABY 
| FEB 2 
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Table 1 
Summary statement of transactions 


May April to May 
1999 2000 1999-00 2000-01 


(millions of dollars) 


Budgetary transactions 


Revenues 13,391 15,212 26,622 29,926 
Program spending -7,962 -8,494 -16,253 -17,092 
Operating surplus 5,429 6,718 10,369 12,834 
Public debt charges -3,512 -3,387 -6,924 -6,754 
Budgetary balance (deficit/surplus) Ot 35531 3,445 6,080 
Non-budgetary transactions 4,368 2,602 808 -2,620 
Financial requirements/source 
(excluding foreign exchange transactions) 6,285 5,933 4,253 3,460 
Foreign exchange transactions je Sys 827 503 1,956 
Net financial balance 7,420 6,760 4,756 5,416 
Net change in borrowings -2,430 149 -7,145 -5,640 
Net change in cash balances 4,990 6,909 -2,389 -224 


Note: Positive numbers indicate a net source of funds. Negative numbers indicate a net requirement for funds. 


Financial source of $3.5 billion as part of non-budgetary transactions. 
(excluding foreign exchange transactions) The conversion from accrual to cash is also 
for April and May 2000 reflected in non-budgetary transactions. 

The budgetary balance is presented on a Non-budgetary transactions resulted in a net 
modified accrual basis of accounting, requirement of funds of $2.6 billion in the 
recording government liabilities when they first two months of 2000-01, compared to a 
are incurred, regardless of when the cash source of $0.8 billion in the same period 
payment is made. In addition, the budgetary last year. The net requirement to date primarily 
balance only includes those activities over reflected the first instalment of the pay equity 
which the government has legislative control. settlement payments. As a result, there was a 


financial source (excluding foreign exchange 
transactions) of $3.5 billion in the April/May 
2000 period, compared to a financial source 
of $4.3 billion recorded in the same 

period last year. 


In contrast, financial requirements/source 
measure the difference between cash coming 
in to the government and cash going out. 
Financial requirements/source differs from 
the budgetary balance, as the former includes 


transactions in loans, investments and Net financial source of $5.4 billion 
advances, federal employees’ pension for April and May 2000 

accounts, other specified purpose accounts, Foreign exchange transactions represent all 
and changes in other financial assets and transactions in international reserves held in 


liabilities. These activities are included the Exchange Fund Account. The purpose of 
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Table 4 
The budgetary balance and financial requirements/source 
May April to May 
1999 2000 1999-00 2000-01 
(millions of dollars) 
Budgetary balance (deficit/surplus) 1,917 Sys pil 3,445 6,080 
Loans, investments and advances 
Crown corporations -42 7 -106 qi 
Other -25 -10 324 96 
Total -67 -3 218 103 
Specified purpose accounts 
Canada Pension Plan Account 667 219 445 -175 
Superannuation accounts 318 209 682 525 
Other -27 -47 -6 -90 
Total 958 381 jbl P| 260 
Other transactions 3,477 2,224 -531 -2,983 
Total non-budgetary transactions 4,368 2,602 808 -2,620 
Financial requirements/source 
(excluding foreign exchange transactions) 6,285 5,933 4,253 3,460 
Foreign exchange transactions 15135 827 503 1,956 
Net financial balance 7,420 6,760 4,756 5,416 
Table 5 
Net financial balance and net borrowings 
May April to May 
1999 2000 1999-00 2000-01 
(millions of dollars) 
Net financial balance 7,420 6,760 4,756 5,416 
Net increase (+)/decrease (-) in borrowings 
Payable in Canadian dollars 
Marketable bonds 4,300 3,362 4,300 562 
Canada Savings Bonds -91 -14] -122 -147 
Treasury bills -5,900 -1,700 -9,950 -8,950 
Other 227 200 826 200 
Subtotal -1,464 WPA -4,946 -3,635 
Payable in foreign currencies 
Marketable bonds -2,174 -2,174 
Notes and loans 
Canada bills -966 602 -2,199 169 
Canada notes 
Total -966 a ee? -2,199 -2,005 
Net change in borrowings -2,430 149 -7,145 -5,640 


Change in cash balance 4,990 6,909 -2,389 -224 
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Table 3 
Budgetary expenditures 


May April to May 
1999 2000 Change 1999-00 2000-01 Change 
(millions of dollars) (%) (millions of dollars) (%) 
Transfer payments to: 
Persons 
Elderly benefits 1,875 1,972 aad 3,791 3,969 4.7 
Employment insurance benefits 943 906 -3.9 2,022 1,944 -3.9 
Total 2,818 2,878 221 5,813 5913 7 
Other levels of government 
Canada Health and Social Transfer 1,042 12125 8.0 2,083 2,250 8.0 
Fiscal transfers 991 1,064 7.4 Lio 1,895 9.2 
Alternative Payments for 
Standing Programs -198 -205 pe -375 -411 9.6 
Total 1,835 1,984 8.1 3,443 3,734 8.5 
Direct program spending 
Subsidies and other transfers 
Agriculture 46 14 -69.6 47 Pep -53.2 
Foreign Affairs 138 89 -35.5 i) 144 -26.2 
Health 61 125 104.9 116 188 62.1 
Human Resources Development 56 60 te! 83 68 -18.1 
Indian and Northern Development 229 317 38.4 1,058 1,158 oS 
Industry and Regional Development 64 124 93.8 155 152 -1.9 
Veterans Affairs 114 121 6.1 Dip | OST, 4.4 
Other 120 96 -20.0 296 340 14.9 
Total 828 946 14.3 IL G 2,309 6.1 
Payments to Crown corporations 
Canadian Broadcasting Corporation Si 42 -26.3 170 DA) 26,0 
Canada Mortgage and 
Housing Corporation 155 150 aah 300 300 0.0 
Other 2 65 209.5 174 205 17.8 
Total 233 PE 10.3 644 720 11.8 
Operating and capital expenditures 
Defence 696 667 -4,.2 1231 LetS7. -6.0 
All other departmental expenditures 52 V762 135 2,945 S209 LO], 
Total 2,248 2,429 8.1 4,176 4,416 D4. 
Total direct program spending 3,309 3,632 9.8 6,997 7,445 6.4 
Total program expenditures 7,962 8,494 6.7 163253 17,092 5.2 
Public debt charges S17 3,387 -3.6 6,924 6,754 -2.5 
Total budgetary expenditures 11,474 =: 11,881 35 poe yay! 23,846 2.9 
Memorandum item: 
Total transfers 5,481 5,808 6.0 11,433 11,956 4.6 
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Table 2 


Budgetary revenues 


May April to May 
1999 2000 Change 1999-00 2000-01 Change 
(millions of dollars) (%) (millions of dollars) (%) 
Income taxes 
Personal income tax 6,569 7,279 10.8 Peo? 14,628 11.4 
Corporate income tax 1,930 2,076 7.6 3,012 4,039 34.1 
Other income tax revenue 143 250 74.8 567 593 4.6 
Total income tax 8,642 9,605 ea 16,706 19,260 15.5 
Employment insurance 
premium revenues 1,800 LS -1.4 3,587 3,559 -0.8 
Excise taxes and duties 
Goods and services tax 1,750 2,520 44.0 3,849 4,597 19.4 
Customs import duties 156 130 -16.7 337 290 -13.9 
Sales and excise taxes 719 681 -5.3 1,343 1,293 -3.7 
Total excise taxes and duties 2,625 Spon 26.9 5,529 6,180 11.8 
Total tax revenues 13,067 14,711 1226 25,822 28,999 23 
Non-tax revenues 324 501 54.6 800 927 15.9 
Total budgetary revenues 13,391 1522 13.6 26,622 29,926 12.4 


the Exchange Fund Account is to promote 
order and stability in the foreign exchange 
market. It fulfills this function by buying 
foreign exchange (selling Canadian dollars) 
when there is upward pressure on the value 
of the Canadian dollar and selling foreign 
exchange (buying Canadian dollars) when 
there is downward pressure. The buying of 
Canadian dollars represents a source of funds 
from exchange fund transactions, while the 
selling of Canadian dollars represents a 
requirement. Changes in foreign currency 
liabilities, which are undertaken to change 
the level of Canada’s foreign exchange 
reserves, also impact on foreign exchange 
transactions. Taking all of these factors into 
account, there was a net source of $2.0 billion 
in April/May 2000 period, compared to a 

net source of $0.5 billion in the same 

period last year. 


With a budgetary surplus of $6.1 billion, 

a net requirement of $2.6 billion from 
non-budgetary transactions and a net source 
of funds of $2.0 billion from foreign exchange 
transactions, there was a net financial source 
of $5.4 billion in the April/May 2000 period 
compared to a net source of $4.8 billion in 

the same period last year. 


Net borrowings down $5.6 billion 
for April and May 2000 


With a net financial source of $5.4 billion 
in the April/May 2000 period and a 
reduction in cash balances of $0.2 billion, 
the government retired $5.6 billion of 
market debt in the April/May 2000 period. 
Cash balances at the end of May 2000 
amounted to $12.7 billion. 
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Table 6 
Condensed statement of assets and liabilities! 
March 31, 2000 May 31, 2000 Change 
(millions of dollars) 
Liabilities 
Accounts payable, accruals and allowances 
Accounts payable and accrued liabilities 22,058 19,667 -2,49] 
Interest and matured debt 8,678 11,724 3,046 
Allowances 13,516 11,938 -1,578 
Total accounts payable, accruals and allowances 44,352 43,329 -1,023 
Interest-bearing debt 
Pension and other accounts 
Public sector pensions 127,485 128,010 525 
Canada Pension Plan (net of securities) 6,262 6,087 -175 
Other pension and other accounts 6,749 6,659 -90 
Total pension and other accounts 140,496 140,756 260 
Unmatured debt 
Payable in Canadian currencies 
Marketable bonds 293,927 299,189 5,262 
Treasury bills 99,850 90,900 -8,950 
Canada Savings Bonds 26,432 26,285 -147 
Other BDo2 S52 200 
Subtotal 423,761 420,126 -3,635 
Payable in foreign currencies 
Marketable bonds 25,528 23,354 -2,174 
Canada bills 6,008 Gali, 169 
Canada notes 1,053 1053 0 
Subtotal 32,589 30,584 -2,005 
Total unmatured debt 456,350 450,710 -5,640 
Total interest-bearing debt 596,846 591,466 -5,380 
Total liabilities 641,198 634,795 -6,403 
Assets 
Cash and accounts receivable 10,614 12,144 1,530 
Foreign exchange accounts 43,911 41,955 -1,956 
Loans, investments and advances 
(net of allowances) 12,849 125952 103 
Total assets 67,374 67,051 -323 
Accumulated deficit (net public debt) 573,824 567,744 -6,080 


! Assumes fiscal balance of $3 billion for 1999-2000. 
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Highlights of financial results for June 2000 


Budgetary surplus of $2.1 billion 
in June 2000 


There was a budgetary surplus of $2.1 billion in 
June 2000, up $0.8 billion from the surplus of 
$1.3 billion recorded in June 1999. Budgetary 
revenues were up $1.3 billion, or 9.7 per cent. 

_ Program spending increased $0.5 billion, or 

5.5 per cent, while public debt charges were 

_ virtually unchanged. 


Among the major revenue components, on a 
year-over-year basis: 


_* Personal income tax revenues were up 
13.1 per cent, reflecting a strong growth 
in deductions from employment income, 
due to the increase in the number of 
people employed. 


¢ Corporate income tax revenues increased 
27.4 per cent, reflecting the strength in 
corporate profits and timing factors related 
to the monthly tax instalment procedures. 


¢ Goods and services tax (GST) revenues were 
up 24.1 per cent. Part of this increase reflects 
timing of refunds. While gross receipts were 
up strongly, refunds were unchanged. The 
growth in refunds normally closely tracks 
the growth in gross receipts. 


¢ The remaining major revenue components 
were lower. 


_ Within program spending, all components were 
higher, on a year-over-year basis. 


s Major transfers to persons were up 

1.7 per cent, as the increase in elderly benefits 
more than offset lower employment insurance 
benefit payments. 
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* Major transfers to other levels of government 
were up 11.0 per cent reflecting higher cash 
transfers under the Canada Health and Social 
Transfer (CHST) and Equalization programs. 


¢ Direct program spending was up 5.6 per cent, 
reflecting the impact of wage settlements as 
well as initiatives announced in recent 
budgets. 


Year-to-date: budgetary surplus 
of $8.2 billion 


Over the first three months of fiscal year 
2000-01, the budgetary surplus was estimated 
at $8.2 billion, up $3.5 billion from the surplus 
of $4.7 billion reported in the same period 

of 1999-2000. 


However, the results to date do not include any 
impact of the tax reductions measures affecting 
the current fiscal year, as announced in the 
2000 Budget as part of the Government’s 
Five-Year Tax Reduction Plan. The restoration 
of full indexation of the personal income tax 
system, the reduction in the middle tax rate from 
26 per cent to 24 per cent, increases in the 
amounts at which the personal income tax rates 
apply, among others, will restrain the growth in 
personal income tax revenues. As indicated in 
The Budget Plan 2000, the net fiscal impact of 
all the tax reduction measures affecting 2000-01 
amounts to $4.6 billion. As such, the budgetary 
results for the first few months of 2000-01 are 
not an appropriate indicator of developments 
over the year as a whole. 


Canada 
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Table 1 
Summary statement of transactions 
June April to June 
1999 2000 1999-00 2000-01 
(millions of dollars) 
Budgetary transactions 
Revenues 133338 14,634 39,958 44,558 
Program spending -8,598 -9,068 -24,850 -26,159 
Operating surplus 4,740 5,566 15,108 18,399 
Public debt charges -3,464 -3,450 -10,388 -10,205 
Budgetary balance (deficit/surplus) 1276 ZG 4,720 8,194 
Non-budgetary transactions -6,183 -7,187 -5,371 -9,816 
Financial requirements/source 
(excluding foreign exchange transactions) -4,907 -5,071 -651 -1,621 
Foreign exchange transactions -1,273 730 -770 2,686 
Net financial balance -6,180 -4,341 -1,421 1,065 
Net change in borrowings 2,421 SBS) -4,723 -5,286 
Net change in cash balances -3,759 -3,988 -6,144 -4,221 


Note: Positive numbers indicate a net source of funds. Negative numbers indicate a net requirement for funds. 


Budgetary revenues were up $4.6 billion, 
or 11.5 per cent, on a year-over-year basis. 
Among the major revenue components: 


¢ Personal income tax collections were up 
$2.3 billion, or 12.0 per cent, primarily 
reflecting higher receipts from monthly 
deductions from employment income, due to 
increases in the number of people employed. 
In addition, higher taxes paid on filing and 
lower refunds, pertaining to the 1999 taxation 
year, also contributed to the year-over-year 
increase. Over the balance of the year, growth 
in this component should be restrained as the 
tax reductions announced in the 2000 Budget 
come into effect. 


* Corporate income tax revenues were up 
$1.5 billion, or 31.5 per cent. Although part of 
this increase reflects the continued strength in 
corporate profits, the increase is also affected 
by tax instalment procedures. Corporations 
are required to remit monthly instalments 
based on either their previous year’s actual tax 


liability or their current year’s projected tax 
liability. Although corporate profits 
rebounded strongly in 1999, monthly tax 
instalments for most of 1999 were based on 
the tax liability for 1998 — a year in which 
corporate profits declined — thereby 
depressing instalment payments in 1999. 
With current monthly instalments largely 
based on 1999 tax liabilities, the monthly 
results for 2000-01 may again be misleading. 


Employment insurance premium revenues 
were down 1.1 per cent, as the decline in 
premium rates (the employee rate for 2000 

is $2.40 per $100 of insurable earnings 
compared to $2.55 in 1999) offset the impact 
of the growth in the number of people 
employed and therefore paying premiums. 


GST revenues were up $1.1 billion, or 
20.8 per cent. As noted above, about half 
of this increase is attributable to timing 
differences between receipts and applicable 
refunds. Gross receipts are up 11 per cent, 
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Table 2 
Budgetary revenues 


June April to June 
1999 2000 Change 1999-00 2000-01 Change 
(millions of dollars) (%) (millions of dollars) (%) 
Income taxes 
Personal income tax 6,378 TGA [321 19,506 21,842 12.0 
Corporate income tax 1,685 2,141 Sicifeg | 4,698 6,180 S055 
Other income tax revenue 186 218 i 9 135 811 ie) 
Total income tax 8,249 9,574 16.1 24,957 28,833 ilies 
Employment insurance 
premium revenues 1,779 1,750 -1.6 5,366 5,309 -1.1 
Excise taxes and duties 
Goods and services tax 1,529 1,898 24.1 od 6,495 20.8 
Customs import duties 285 165 -42.1 622 455 -26.8 
Sales and excise taxes 825 786 -4.7 2,169 2,079 -4.] 
Total excise taxes and duties 2,639 2,849 8.0 8,168 9,029 EOE 
Total tax revenues 12,667 14,173 11.9 38,491 43,171 122 
Non-tax revenues 671 461 -31.3 1,467 | era! -5.5 
Total budgetary revenues 13,338 14,634 9.7 39,958 44,558 Les 


in line with the growth in the applicable tax 
base. However, refunds are up only 

3.7 per cent. This should be reversed in 
future months, which would bring the net 
results more in line with the growth in the 
underlying tax base. 


Program spending increased by $1.3 billion, 
or 5.3 per cent, in the April to June 2000 
period, compared to the same period last year. 
This increase was spread among all 

major components. 


¢ Major transfers to persons were up 
1.7 per cent, as lower employment insurance 
benefits offset much of the increase in elderly 
benefit payments. The higher elderly benefits 
reflect an increase in the number of 
individuals eligible for benefits and higher 
average benefits, which are indexed to 
inflation. Lower employment insurance 
benefit payments were primarily due to a 
decline in the number of beneficiaries, 
reflecting the fall in the number 
of unemployed. 


¢ Major transfers to other levels of government 
were up 9.3 per cent, reflecting higher cash 
transfers under the Canada Health and Social 
Transfer (CHST) and Equalization programs. 
The increase in CHST cash transfers reflected 
the 1999 budget measure to increase base 
funding from $12.5 billion in 1999-2000 to 
$13.5 billion in 2000-01. The increase in 
Equalization entitlements was attributable to 
the continued stronger economic growth in 
Ontario than in the Equalization-receiving 
provinces. 


¢ Direct program spending, consisting of total 
program spending less the major transfers 
to persons and other levels of government, 
increased by 6.1 per cent. This component 
includes subsidy and other transfer payments, 
payments to Crown corporations, and the 
operating and capital costs of government, 
including defence. Developments in this 
component are affected by the timing of 
payments, as well as the lifting of the wage 
freeze and the effect of new initiatives 
announced in the February 2000 Budget. 
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Table 3 
Budgetary expenditures 


June April to June 
1999 2000 Change 1999-00 2000-01 Change 
(millions of dollars) (%) (millions of dollars) (%) 
Transfer payments to: 
Persons 
Elderly benefits 16910) 1,967 3.0 5,700 5,936 4.1 
Employment insurance benefits 769 (ES -1.6 2,791 2,102 -3.2 
Total 2619 2,724 7, 8,491 8,638 17, 
Other levels of government 
Canada Health and Social Transfer 1,042 125 8.0 Syl 3305 8.0 
Fiscal transfers 866 991 14.4 2,601 2,886 TZ0 
Alternative Payments for 
Standing Programs -188 -206 9.6 -563 -617 9.6 
Total 1,720 1,910 11.0 5,163 5,644 93 
Direct program spending 
Subsidies and other transfers 
Agriculture 26 5 -80.8 78 Pf -63.0 
Foreign Affairs 34 oe) LOT 229 243 6.1 
Health 146 66 -54.8 262 254 -3.1 
Human Resources Development 193 228 18.1 256 296 Tez 
Indian and Northern Development 334 323 -3.3 1392 1,481 6.4 
Industry and Regional Development 108 131 PAWS) 263 283 7.6 
Veterans Affairs 114 118 on 341 See) 4.1 
Other 207 125 -39.6 503 463 -8.0 
Total 1,162 1,095 -5.8 3,339 3,402 1.99) 
Payments to Crown corporations 
Canadian Broadcasting Corporation 35 70 100.0 205 285 39.0 
Canada Mortgage and 
Housing Corporation ey? 170 18 452 470 4.0 
Other 129 144 11.6 303 349 1522 
Total 316 384 DANES 960 1,104 15.0 
Operating and capital expenditures | 
Defence 767 874 14.0 1,998 2,032 17 
All other departmental expenditures 1,954 2,081 6.5 4,899 5.539. 9.0 
Total 2,121 2,955 8.6 6,897 ead 6.9 
Total direct program spending 4,199 4,434 5.6 LIRI9G 11,877 6.1 
Total program expenditures 8,598 9,068 Se) 24,850 26,159 53a) 
Public debt charges 3,464 3,450 -0.4 10,388 10,205 -1.8 
Total budgetary expenditures 12,062 P18 3.8 SE eke 36,364 3.2 
Memorandum item: 
Total transfers 5,561 5,129 3.0 16,993 17,684 4.1 
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Public debt charges were down 1.8 per cent, 
due to a decline in the stock of interest-bearing 
debt as the average effective interest rate was 
up somewhat. 


Financial requirement of $1.6 billion 
(excluding foreign exchange transactions) 
for April to June 2000 


The budgetary balance is presented on a 
modified accrual basis of accounting, recording 
government liabilities when they are incurred, 
regardless of when the cash payment is made. 
In addition, the budgetary balance includes 

only those activities over which the Government 
has legislative control. 


In contrast, financial requirements/surplus 
measures the difference between cash coming in 
to the Government and cash going out. Financial 
requirements/source differs from the budgetary 
balance as the former includes transactions in 
loans, investments and advances, federal 
employees’ pension accounts, other specified 
purpose accounts, and changes in other financial 
assets and liabilities. These activities are 
included as part of non-budgetary transactions. 
The conversion from accrual to cash is also 
reflected in non-budgetary transactions. 


Non-budgetary transactions resulted in a net 
requirement of $9.8 billion in the first three 
months of 2000-01. This was attributable, in 
part, to the payment to a third-party trust of the 
$2.5 billion Canada Health and Social Transfer 
cash supplement, as announced in the 

2000 Budget, as well as the first instalment of 
pay equity settlement. As a result, there was 

a financial requirement (excluding foreign 
exchange transactions) of $1.6 billion in April to 
June 2000 period, compared to a requirement 
of $0.7 billion in the same period last year. 


Net financial source of $1.1 billion 
for April to June 2000 


Foreign exchange transactions represent all 
transactions in international reserves held in the 
Exchange Fund Account. The purpose of the 
Exchange Fund Account is to promote order and 
stability in the foreign exchange market. It 
fulfills this function by buying foreign exchange 
(selling Canadian dollars) when there is upward 
pressure on the value of the Canadian dollar and 
selling foreign exchange (buying Canadian 
dollars) when there is downward pressure. The 
buying of Canadian dollars represents a source 
of funds from exchange fund transactions, while 
the selling of Canadian dollars represents a 
requirement. Changes in foreign currency 
liabilities, which are undertaken to change 

the level of Canada’s foreign exchange reserves, 
also impact on foreign exchange transactions. 
Taking all of these factors into account, there 
was a net source of $2.7 billion in the first 

three months of 2000-01, compared to a net 
requirement of $0.8 billion in the same period 
last year. 


With a budgetary surplus of $8.2 billion, 

a net requirement of $9.8 billion from 
non-budgetary transactions and a net source 
of funds of $2.7 billion from foreign exchange 
transactions, there was a net financial source 
of $1.1 billion in April to June 2000 period, 
compared to a net requirement of $1.4 billion 
in the same period last year. 


Net borrowings down $5.3 billion 
for April to June 2000. 


With this net financial source of $1.1 billion and 
a reduction in cash balances of $4.2 billion, the 
government retired $5.3 billion of market debt in 
the first three months of 2000-01. Cash balances 
at June 30") amounted to $8.7 billion. 
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Table 4 
The budgetary balance and financial requirements/source 
June April to June 
1999 2000 1999-00 2000-01 
(millions of dollars) 
Budgetary balance (deficit/surplus) 1276 DANG 4,720 8,194 


Loans, investments and advances 


Crown corporations -32 188 -137 196 
Other 126 18 450 13 
Total 94 206 313 309 
Specified purpose accounts 
Canada Pension Plan Account -175 150 20 -26 
Superannuation accounts 373 68 1,056 593 
Other -102 -134 -108 -227 
Total 96 84 1 Ee) 340 
Other transactions -6,373 -7,477 -6,903 -10,464 
Total non-budgetary transactions -6,183 -7,187 -5,371 -9,816 
Financial requirements/source 
(excluding foreign exchange transactions) -4,907 -5,071 -651 -1,621 
Foreign exchange transactions =l203 730 -770 2,686 
Net financial balance -6,180 -4,341 -1,421 -1,065 
Table 5 
Net financial balance and net borrowings 
June April to June 
1999 2000 1999-00 2000-01 
(millions of dollars) 
Net financial balance -6,180 -4,341 -1,421 1,065 
Net increase (+)/decrease (-) in borrowings 
Payable in Canadian dollars | 
Marketable bonds Bye to! 3,963 10,287 9,226 
Canada Savings Bonds -882 -256 -1,003 -403 
Treasury bills -2,400 -3,600 -12,350 -12,550 | 
Other 173 500 999 700 | 
Subtotal 2,878 607 -2,067 -3,027 
Payable in foreign currencies | 
Marketable bonds -2,1745 
Notes and loans | 
Canada bills -457 -254 -2,656 -85 
Canada notes 
Total -457 -254 -2,656 -2,259 
Net change in borrowings -2,421 353 -4,723 -5,286 
Change in cash balance -3,759 -3,988 -6,144 
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Table 6 
Condensed statement of assets and liabilities | 
March 31, 2000 June 30, 2000 Change 
(millions of dollars) 
Liabilities 
Accounts payable, accruals and allowances 

Accounts payable and accrued liabilities 22156 16,317 -5,841 
Interest and matured debt 8,678 11,724 3,046 
Allowances 13,516 11,838 -1,678 
Total accounts payable, accruals and allowances 44,352 39,879 -4,473 


Interest-bearing debt 
Pension and other accounts 


Public sector pensions 127,485 128,078 593 
Canada Pension Plan (net of securities) 6,262 6,236 -26 
Other pension and other accounts 6,749 6,522 -227 
Total pension and other accounts 140,496 140,836 340 


Unmatured debt 
Payable in Canadian currencies 


Marketable bonds 293,927 STO rll) 9,226 
Treasury bills 99,850 87,300 -12,550 
Canada Savings Bonds 26,432 26,029 -403 
Other yay? 4,252 700 
Subtotal 423,761 420,734 -3,027 
Payable in foreign currencies 
Marketable bonds 22S 23,354 -2,174 
Canada bills 6,008 5,923 -85 
Canada notes 1,053 1,053 0 
Subtotal 32,589 30,330 -2,259 
Total unmatured debt 456,350 451,064 -5,286 
Total interest-bearing debt 596,846 592,011 -4,835 
Total liabilities 641,198 631,778 -9,420 
Assets 

Cash and accounts receivable 10,614 6,393 -4,221 
Foreign exchange accounts 43,911 46,597 2,686 

Loans, investments and advances 
(net of allowances) 12,849 135158 309 
Total assets 67,374 66,148 -1,226 
Accumulated deficit (net public debt) 573,824 565,630 -8,194 


! Assumes fiscal balance of $3 billion for 1999-2000. 
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Table 7 
Debt Servicing and Reduction Account (DSRA) 


1991-92 1992-93 


1993-94 1994-95 1995-96 


1996-97 


1997-98 1998-99 


(millions of dollars) 


Gross GST collected 29.564 30,5167 32,652)" 369 Loge 3,048 40,733 46,986 50,174 
Less; 
Refunds and rebates 12,134 13,145) 914271 S171 12s S74 SZ 24,633 2,640 
Quarterly low-income credit 262 22203 2,685 Pee NI 2,872 28925 5525850 
Net GST 15,168 14,868 15,696 16,787 16,375 18,079 19,461 20,684 
GST penalties and interest received 19 qi 90 9 135 la, 127 123 
Gains from wind-up of interest 
in Crown corporations/ 
disposal of shares 2 110 325 
Gifts to the Crown 0.4 0.1 2 0.5 0.3 0.3 0.2 1.2 
Proceeds to DSRA | 4 15,190 15,050 15,786 16,916 16,835 18,238 19,588 20,808 


Source: Public Accounts of Canada. 


The Debt Servicing and Reduction Account 


In June 1991, legislation to establish the 

Debt Servicing and Reduction Account 
received Royal Assent. As a result, effective 
April 1, 1991, all GST revenues net of 

the applicable input tax credits, rebates and the 
low-income credit, along with the net proceeds 
from the sale of Crown corporations and gifts to 


the Crown identified for debt reduction, must, 
by law, go directly to the Debt Servicing and 
Reduction Account. The funds in this Account 
can only be used to pay the cost of servicing the 
public debt and ultimately to reduce the debt. 
The Account is audited on an annual basis by 
the Auditor General of Canada. 


For additional copies or subscription inquiries, please contact the Distribution Centre at (613) 995-2855. 
For other inquiries about this publication, contact Peter Devries at (613) 996-7397. 
Also available on the Internet (including advance tentative release dates) at http://www.fin.gc.ca/ 
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Highlights of financial results for July 2000 


Budgetary surplus of $3.2 billion 
in July 2000 


There was a budgetary surplus of $3.2 billion 

in July 2000, up $2.3 billion from the surplus of 
$0.9 billion recorded in July 1999. Budgetary 
revenues were up $3.0 billion, or 23.6 per cent. 
Program spending increased $0.7 billion, or 

8.5 per cent, while public debt charges were 
virtually unchanged. 


Among the major revenue components, on a 
year-over-year basis: 


¢ Personal income tax revenues were up 
$1.9 billion, or 31.9 per cent. This increase 
reflected continued strong growth in 
deductions from employment income, due 
to the increase in the number of people 
employed, as well as timing factors related 
to the receipt of payments and adjustments 
related to under-reporting in previous months. 
These factors more than offset the impact of 
the 2000 Budget measures, which came into 
effect in July. It is expected that the impact of 
the tax reductions will be clearly reflected in 
the August 2000 results. 


¢ Corporate income tax revenues increased by 
$1 billion, or 57.9 per cent, reflecting the 
strength in corporate profits and timing 
factors related to the monthly tax instalment 
procedures, as explained below. Other income 
taxes were also up strongly, reflecting the 
growth in corporate profits. 
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* Goods and services tax (GST) revenues 
were down 1.8 per cent, reflecting a catch-up 
in the processing of refunds. The remaining 
components of excise taxes and duties 
were lower. 


* Non-tax revenues were up $0.1 billion. 
Monthly changes in this component are 
extremely volatile, reflecting the timing 
of receipts. 


Within program spending, all components were 
higher, on a year-over-year basis. 


¢ Major transfers to persons were up 
1.5 per cent, as both elderly and employment 
insurance (EI) benefit payments were higher. 


¢ Major transfers to other levels of government 
were up 9.4 per cent, reflecting higher cash 
transfers under the Canada Health and Social 
Transfer (CHST) and Equalization programs. 


¢ Direct program spending was up 
13.2 per cent, reflecting the impact of 
wage settlements as well as initiatives 
announced in recent budgets. 


Year-to-date: budgetary surplus 
of $11.4 billion 


Over the first four months of fiscal year 
2000-01, the budgetary surplus was estimated 
at $11.4 billion, up $5.8 billion from the surplus 
of $5.6 billion reported in the same period of 
1999-2000. 
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Table 1 
Summary statement of transactions 


July April to July 


1999 2000 1999-00 2000-01 


Budgetary transactions 
Revenues 
Program spending 


Operating surplus 

Public debt charges 

Budgetary balance (deficit/surplus) 
Non-budgetary transactions 


Financial requirements/source 
(excluding foreign exchange transactions) 


Foreign exchange transactions 
Net financial balance 
Net change in borrowings 


Net change in cash balances 


($ millions) 


L205 15,768 52,716 60,327 
-8,381 -9,097 -33,231 32), 
4,377 6,671 19,485 25,070 
-3,506 -3,499 -13,895 -13,703 
871 Se 5,590 11,367 
-33 844 -5,406 -8,965 
838 4,016 184 2,402 
1,305 -729 5 1957 
2,143 S20) alte) 4,359 
2,458 -7,636 -2,265 -12,921 
4,601 -4,349 -1,546 -8,562 


Note: Positive numbers indicate a net source of funds. Negative numbers indicate a net requirement for funds. 


However, the results to date do not include the 
full impact of the tax reduction measures 
affecting the current fiscal year, as announced 
in the 2000 budget as part of the Government’s 
Five-Year Tax Reduction Plan. For example, the 
restoration of full indexation of the personal 
income tax system, the reduction in the middle 
tax rate from 26 per cent to 24 per cent and 
increases in the amounts at which the personal 
income tax rates apply will restrain the growth 
in personal income tax revenues over the balance 
of the fiscal year. As indicated in The Budget 
Plan 2000, the net fiscal impact of all the tax 
reduction measures affecting 2000-01 amounts 
to $4.6 billion. In addition, the annual growth in 
both corporate income tax and GST revenues is 
overstated due to timing considerations. For 
example, based on the final settlement period 
payments for 1999-2000, monthly corporate 
income tax revenues for the first seven months 
of 1999-2000 were understated by an average of 


$0.6 billion per month. As such, the budgetary 
results for the first few months of 2000-01 are 
not an appropriate indicator of developments 
over the year as a whole. 


Budgetary revenues were up $7.6 billion, or 
14.4 per cent, on a year-over-year basis. Among 
the major revenue components: 


¢ Personal income tax collections were up 
$4.3 billion, or 16.7 per cent, primarily 
reflecting higher receipts from monthly 
deductions from employment income, due to 
increases in the number of people employed. 
In addition, higher taxes paid on filing and 
lower refunds, pertaining to the 1999 taxation 
year, also contributed to the year-over-year 
increase. Over the balance of the fiscal year, 
growth in this component should be restrained 
as the tax reductions announced in the 2000 
budget come into effect. 
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Table 2 
Budgetary revenues 
July April to July 
1999 2000 Change 1999-00 2000-01 Change 
($ millions) (%) ($ millions) (%) 
Income taxes 
Personal income tax 6,102 8,047 31.9 25,608 29,890 16.7 
Corporate income tax 1,649 2,603 57-9. 6,346 8,783 38.4 
Other income tax revenue 205 309 50.7 958 1,120 16.9 
Total income tax 7,956 10,959 CEH S2.912 39,793 20.9 
Employment insurance 
premium revenues 1,697 1,667 -1.8 7,063 6,976 -1.2 
Excise taxes and duties 
Goods and services tax 1,771 1,739 -1.8 7,149 8,233 | 65), 
Customs import duties 221 201 -9.0 843 656 -22.2 
Sales and excise taxes I25 658 -9.2 2,896 2,738 -5.5 
Total excise taxes and duties Dlg 2,598 -4.4 10,888 11,627 6.8 
Total tax revenues 12,370 15,224 23.1 50,863 58,396 14.8 
Non-tax revenues 388 544 40.2 15855 1,931 4.2 
Total budgetary revenues 12,758 15,768 23.6 52,716 60,327 14.4 


* Corporate income tax revenues were up 


the first seven months were understated by 


$2.4 billion, or 38.4 per cent. Although part of 
this increase reflects the continued strength in 
corporate profits, the increase is also affected 
by tax instalment procedures. Corporations 

are required to remit monthly instalments 
based on either their previous year’s actual tax 
liability or their current year’s projected tax 
liability. Although corporate profits rebounded 
strongly in 1999, monthly tax instalments for 
most of 1999 were based on the tax liability 
for 1998 — a year in which corporate profits 
declined — thereby depressing instalment 
payments in 1999. Corporations have 60 days 
from the end of their taxation year to remit 
their final settlement payments. Last February, 
record settlement payments were made 
relating to underpayments during the course 
of the 1999 taxation year, with the result that 
it is estimated that monthly instalments for 


an average of $0.6 billion per month. With 
current monthly instalments largely based on 
1999 tax liabilities, the year-over-year changes 
are misleading. 


EI premium revenues were down 

1.2 per cent, as the decline in premium rates 
(the employee rate for 2000 is $2.40 per $100 
of insurable earnings compared to $2.55 in 
1999) offset the impact of the growth in the 
number of people employed and therefore 
paying premiums. 

GST revenues were up $1.1 billion, or 

15.2 per cent. Although refunds picked up 
strongly in July, they are trailing the growth 
in gross receipts. This should be reversed in 
future months, which would bring the net 
results more in line with the growth in the 
underlying tax base. 
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Table 3 
Budgetary expenditures 


July April to July 
1999 2000 Change 1999-00 2000-01 Change 
($ millions) (%) ($ millions) (%) 
Transfer payments to: 
Persons 
Elderly benefits 1,986 Z,012 163 7,686 7,948 3.4 
Employment insurance benefits 793 809 20 3,584 Seouel! -2.0 
Total Pye) 2,521 ee) 115270 11,459 ey) 
Other levels of government 
Canada Health and Social Transfer 1,042 25 8.0 4,167 4,500 8.0 
Fiscal transfers 880 978 ed 3,480 3,862 11.0 
Alternative Payments for 
Standing Programs -188 -206 9.6 -750 -822 9.6 
Total 1,734 1897 9.4 6,897 7,540 oS 
Direct program spending 
Subsidies and other transfers 
Agriculture 23 Pa) 17.4 96 54 -43.8 
Foreign Affairs | 7 102 -19.7 356 346 -2.8 
Health 47 99 110.6 309 B53 14.2 
Human Resources Development 150 His -23.3 426 411 -3.5 
Indian and Northern Development 278 262 -5.8 1,670 1,743 4.4 
Industry and Regional Development 136 82 -39.7 SE) 365 -8.5 
Veterans Affairs LA 123 =6 458 478 44 
Other 214 16 -65.9 ile 883 Dace. 
Total 1,092 883 -19.1 4,431 4,633 4.6 
Payments to Crown corporations 
Canadian Broadcasting Corporation 50 86 72.0 255 371 45.5 
Canada Mortgage and 
Housing Corporation 143 150 4.9 pe) 620 4.2 
Other 93 128 31-6 396 475 199 
Total 286 364 273 1,246 1,466 Iie 
Operating and capital expenditures 
Defence 795 948 192 IRIS) 2979 6.6 
All other departmental expenditures 1,695 2,184 28.8 6,592 7,180 8.9 
Total 2,490 SlieZ 25.8 O07 10,159 8.2 
Total direct program spending 3,868 4,379 Vee? 15,064 16,258 7.9 
Total program expenditures 8,381 9097) 8.5 aoe ok 355257. 6.1 
Public debt charges 3,506 3,499 -0.2 13,895 13,703 -1.4 
Total budgetary expenditures 11,887 12,596 6.0 47,126 48,960 oo 
Memorandum item: 
Total transfers 5,605 5,601 -0.1 22,598 23,032 4.6 
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Program spending increased by $2.0 billion, or 
6.1 per cent, in the April to July 2000 period, 
compared to the same period last year. This 
increase was spread among all major 
components. 


¢ Major transfers to persons were up 
1.7 per cent, as higher elderly benefits more 


than offset the decline in EI benefit payments. 


The higher elderly benefits reflect an increase 
in the number of individuals eligible for 
benefits and higher average benefits, which 
are indexed to inflation. The decline in EI 
benefit payments reflects a lower number 

of beneficiaries due to the decline in the 
number of unemployed. 


¢ Major transfers to other levels of government 
were up 9.3 per cent, reflecting higher cash 
transfers under the CHST and Equalization 
programs. The increase in CHST cash 
transfers reflected the 1999 budget measure 
to increase base funding from $12.5 billion 
in 1999-2000 to $13.5 billion in 2000-01. 
The increase in Equalization entitlements 
was attributable to the continued stronger 
economic growth in Ontario than in the 
Equalization-receiving provinces. 


* Direct program spending, consisting of total 
program spending less the major transfers to 
persons and other levels of government, 
increased by 7.9 per cent. This component 
includes subsidy and other transfer payments, 
payments to Crown corporations, and the 
operating and capital costs of government, 
including defence. Developments in this 
component are affected by the timing of 
payments, as well as the lifting of the wage 
freeze and the effect of new initiatives 
announced in the February 2000 budget. 


Public debt charges were down 1.4 per cent, 
primarily reflecting a decline in the stock of 
interest-bearing debt. 


Financial source of $2.4 billion 
(excluding foreign exchange transactions) 
for April to July 2000 


The budgetary balance is presented on a 
modified accrual basis of accounting, recording 
government liabilities when they are incurred, 
regardless of when the cash payment is made. 
In addition, the budgetary balance includes only 
those activities over which the Government has 
legislative control. 


In contrast, financial requirements/source 
measures the difference between cash coming in 
to the Government and cash going out. Financial 
requirements/source differs from the budgetary 
balance as the former includes transactions 

in loans, investments and advances, federal 
employees’ pension accounts, other specified 
purpose accounts, and changes in other financial 
assets and liabilities. These activities are 
included as part of non-budgetary transactions. 
The conversion from accrual to cash is also 
reflected in non-budgetary transactions. 


Non-budgetary transactions resulted in a net 
requirement of $9.0 billion in first four months 
of 2000-01. This was attributable, in part, to the 
payment to a third-party trust of the $2.5-billion 
CHST cash supplement, as announced in the 
2000 budget, as well as the first instalment of 
the pay equity settlement. As a result, there was 
a financial source (excluding foreign exchange 
transactions) of $2.4 billion in April to July 
2000 period, compared to a net source of 

$0.2 billion in the same period last year. 


Net financial source of $4.4 billion 
for April to July 2000 


Foreign exchange transactions represent all 
transactions in international reserves held in the 
Exchange Fund Account. The purpose of the 
Exchange Fund Account is to promote order 
and stability in the foreign exchange market. 
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Table 4 
The budgetary balance and financial requirements/source 
July April to July 
1999 2000 1999-00 2000-01 
($ millions) 
Budgetary balance (deficit/surplus) 871 3,172 5,590 11,367 
Loans, investments and advances 
Crown corporations ZI -112 -110 83 
Other -94 49 356 162 
Total -67 -63 246 245 
Specified purpose accounts 
Canada Pension Plan Account -471 -865 -201 -890 
Superannuation accounts 383 371 1,438 966 
Other -17 11 -125 -216 
Total -105 -483 |i 2 -140 
Other transactions 139 1,390 -6,764 -9,070 
Total non-budgetary transactions -33 844 -5,406 -8,965 
Financial requirements/source 
(excluding foreign exchange transactions) 838 4,016 184 2,402 
Foreign exchange transactions 1,305 -729 535 1,957 
Net financial balance 2,143 326 719 4,359 
Table 5 
Net financial balance and net borrowings 
July April to July 
1999 2000 1999-00 2000-01 
($ millions) 
Net financial balance 2,143 3,287 719 4,359 
Net increase (+)/decrease (-) in borrowings 
Payable in Canadian dollars 
Marketable bonds -- -3,075 10,287 Gri51 
Canada Savings Bonds 154 -151 -849 -553 
Treasury bills 3,150 -4,200 -9,200 -16,750 
Other 247 225 1,246 925 
Total Sree! -7,201 1,484 -10,227 
Payable in foreign currencies 
Marketable bonds ~ - - -2,174 
Notes and loans = _ =e 2 
Canada bills -867 -435 -3,523 -520 
Canada notes -226 - -226 = 
Total 1,093 -435 -3,749 -2,694 
Net change in borrowings 2,458 -7,636 -2,265 -12,921 
Change in cash balance 4,601 -4,349 -1,546 -8,562 
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Table 6 
Condensed statement of assets and liabilities 
March 31, 2000 July 31, 2000 Change 
($ millions) 
Liabilities 
Accounts payable, accruals and allowances 

Accounts payable and accrued liabilities 20,551 15,451 -5,100 
Interest and matured debt 8,353 8,430 fi) 
Allowances 11,844 LAD -4,047 
Total accounts payable, accruals and allowances 40,748 31,678 -9,070 


Interest-bearing debt 
Pension and other accounts 


Public sector pensions 128,346 129,312 966 
Canada Pension Plan (net of securities) 6,217 ay, -890 
Other pension and other accounts 6,963 6,747 -216 
Total pension and other accounts 141,526 141,386 -140 


Unmatured debt 
Payable in Canadian dollars 


Marketable bonds 293,927 300,078 6,151 

Treasury bills 99,850 83,100 -16,750 

Canada Savings Bonds 26,489 25,936 -553 

Non-marketable bonds and bills Spoey 4,477 925 

Subtotal 423,818 413,591 -10,227 

Payable in foreign currencies 32,588 29,894 -2,694 

Total unmatured debt 456,406 443,485 -12,921 

Total interest-bearing debt 597,932 584,871 -13,061 

Total liabilities 638,680 616,549 -22,131 

Assets 

Cash and accounts receivable 18,864 10,302 -8,562 

Foreign exchange accounts 41,494 39,537 -1,957 
Loans, investments and advances 

(net of allowances) 13,796 13551 -245 

Total assets 74,154 63,390 -10,764 


Accumulated deficit (net public debt) 564,526 953,159 -11,367 
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It fulfills this function by buying foreign 
exchange (selling Canadian dollars) when there 
is upward pressure on the value of the Canadian 
dollar and selling foreign exchange (buying 
Canadian dollars) when there is downward 
pressure. The buying of Canadian dollars 
represents a source of funds from exchange 
fund transactions, while the selling of Canadian 
dollars represents a requirement. Changes in 
foreign currency liabilities, which are 
undertaken to change the level of Canada’s 
foreign exchange reserves, also impact on 
foreign exchange transactions. Taking all of 
these factors into account, there was a net 
source of $2.0 billion in the first four months 
of 2000-01, compared to a net source 

of $0.5 billion in the same period last year. 


With a budgetary surplus of $11.4 billion, 

a net requirement of $9.0 billion from 
non-budgetary transactions and a net source of 
funds of $2.0 billion from foreign exchange 
transactions, there was a net financial source 
of $4.4 billion in the April to July 2000 period, 
compared to a net source of $0.7 billion in 

the same period last year. 


Net borrowings down $12.9 billion 
for April to July 2000 


With this net financial source of $4.4 billion and 
a reduction in cash balances of $8.6 billion, 

the Government retired $12.9 billion of market 
debt in the first four months of 2000-01. Cash 
balances at July 31 amounted to $4.4 billion. 
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Highlights of financial results for August 2000 


Budgetary deficit of $1.2 billion 
in August 2000 


There was a budgetary deficit of $1.2 billion 

in August 2000, compared to a surplus of 

$0.6 billion in August 1999. Budgetary revenues 
were down $1 billion, or 8.0 per cent, program 
spending increased $0.4 billion, or 4.9 per cent, 
and public debt charges were up $0.3 billion, 

or 10.3 per cent. 


Among the major revenue components, on 
a year-over-year basis: 


¢ Personal income tax revenues were down 
$0.7 billion, or 12.8 per cent. This decline 
primarily reflected the impact of the Budget 
2000 tax reduction measures, which came into 
effect on July 1, 2000: the restoration of full 
indexation of the personal income tax system, 
the reduction in the middle tax rate from 
26 per cent to 24 per cent and increases in 
the amounts at which the personal income 
tax rates apply. 


* Corporate income tax revenues declined 
by $0.3 billion, or 21.4 per cent, primarily 
reflecting timing factors related to the 
monthly tax instalment procedures, as 
explained below. Other income taxes were 
also lower, reflecting the timing factors. 


* Goods and services tax (GST) revenues were 
down $0.2 billion, or 7.9 per cent, reflecting a 
slowdown in gross collections and a catch-up 
in the processing of refunds. Customs import 
duties were up strongly, due to misallocation 
in previous months, while other excise taxes 
and duties were lower. 
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* Non-tax revenues were up slightly. Monthly 
changes in this component are extremely 
volatile, reflecting the timing of receipts. 


Within program spending, on a year-over-year 
basis: 


¢ Major transfers to persons were down 
2.2 per cent, as lower employment insurance 
(EI) benefit payments, reflecting the 
improvement in the labour market situation, 
more than offset higher elderly benefits. 


¢ Major transfers to other levels of government 
were up 10.3 per cent, reflecting higher cash 
transfers under the Canada Health and 
Social Transfer (CHST) and Equalization 
programs. 


¢ Direct program spending was up 7.5 per cent, 
reflecting the impact of wage settlements as 
well as initiatives announced in recent budgets. 


Year-to-date: budgetary surplus 
of $10.1 billion 


Over the first five months of fiscal year 2000-01, 
the budgetary surplus was estimated at $10.1 
billion, up $4.0 billion from the surplus of $6.2 
billion reported in the same period of 1999- 
2000. 


The monthly financial results can be very 
volatile, reflecting the impact of the timing of 
receipts and payments and budget measures. 

In particular, monthly balances can be strongly 
impacted by the timing of personal income tax 
instalment payments and corporate income 

tax settlement payments. For example, quarterly 
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Table | 
Summary statement of transactions 


August April to August 
eae) 2000 1999-00 2000-01 
($ millions) 
Budgetary transactions 
Revenues 12,367 11,379 65,083 71,706 
Program spending -8,602 -9,021 -41,835 -44,358 
Operating surplus 3,765 2,398 23,248 27,348 
Public debt charges -3,193 -3,521 -17,087 -17,225 
Budgetary balance (deficit/surplus) S72 -1,163 6,161 10,123 
Non-budgetary transactions 1,016 2,785 -4,384 -6,100 
Financial requirements/source 
(excluding foreign exchange transactions) 1,588 1,622 VTA 4,023 
Foreign exchange transactions -859 -2,187 -324 -230 
Net financial balance 1BX -565 1,453 3,198 
Net change in borrowings 878 O29 -1,388 -6,193 
Net change in cash balances 1,607 6,164 65 -2,400 


Note: Positive numbers indicate a net source of funds. Negative numbers indicate a net requirement for funds. 


personal income tax instalment payments have 
a strong impact in September and December 


while corporate income tax settlement payments 


affect December and February. In contrast, in 


the remaining months, based on previous years’ 


experience, revenue flows are relatively 
weaker. As such, caution should be exercised 
in extrapolating results to date to derive 
estimates for the year as a whole. 


Budgetary revenues were up $6.6 billion, or 


10.2 per cent, on a year-over-year basis. Among 


the major revenue components: 


¢ Personal income tax collections were up 
$3.6 billion, or 11.4 per cent, primarily 
reflecting higher receipts from monthly 


deductions from employment income, due to 
increases in the number of people employed. 


In addition, higher taxes paid on filing and 


lower refunds, pertaining to the 1999 taxation 


year, also contributed to the year-over-year 


increase. Over the balance of the fiscal year, 

growth in this component will be restrained as 
the full impact of tax reductions announced in 
the 2000 budget is realized. 


¢ Corporate income tax revenues were up 
$2.2 billion, or 28.6 per cent. Although part of 
this increase reflects the continued strength in 
corporate profits, the increase is also affected 
by tax instalment procedures. Corporations 
are required to remit monthly instalments 
based on either their previous year’s actual 
tax liability or their current year’s projected 


tax liability. Although corporate profits 


rebounded strongly in 1999, monthly tax 
instalments for most of 1999 were based on 
the tax liability for 1998 — a year in which 


corporate profits declined — thereby 


depressing instalment payments in 1999. 
Corporations have 60 days from the end 
of their taxation year to remit their final 


settlement payments. Last February, record 


| 


{ 
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Table 2 
Budgetary revenues 
August April to August 
1999 2000 Change 1999-00 2000-01 Change 
($ millions) (%) ($ millions) (%) 
Income taxes 
Personal income tax 6/01 4,972 -12.8 31,308 34,862 Pi4 
Corporate income tax 1,236 971 -21.4 TOOL 9,754 28.6 
Other income tax revenue 20g 156 -43.7 12386 1275 See, 
Total income tax T5214 6,099 -15.5 40,126 45,891 14.4 
Employment insurance 
premium revenues S30 Pays) -0.7 8,594 8,497 -1.1 
Excise taxes and duties 
Goods and services tax 2,240 2,062 -7.9 9,390 10,295 9.6 
Customs import duties 164 463 L823 1,007 1,119 Dial 
Sales and excise taxes 743 703 -5.4 3,640 3,443 -5.4 
Total excise taxes and duties 3,147 3,225 2.6 14,037 14,857 5.8 
Total tax revenues 11,892 10,847 -8.8 opadian! 69,245 10.3 
Non-tax revenues 475 532 220 2320 2,461 5.8 
Total budgetary revenues 12367 JW SHAS) -8.0 65,083 71,706 LO? 


settlement payments were made relating 

to underpayments during the course of the 
1999 taxation year, with the result that it is 
estimated that monthly instalments for the 
first seven months were understated by an 
average of $0.6 billion per month. With 
current monthly instalments largely based 
on 1999 tax liabilities, the year-over-year 
changes are misleading. 


EI premium revenues were down 1.1 per cent, 
as the decline in premium rates (the 
employee rate for 2000 is $2.40 per $100 
of insurable earnings compared to $2.55 in 
1999) offset the impact of the growth in the 
number of people employed and therefore 
paying premiums. 

Excise taxes and duties increased by 

$0.8 billion, or 5.8 per cent. GST revenues 
were up $0.9 billion, or 9.6 per cent, 
reflecting the growth in consumer 

demand, while customs import duties rose 


$0.1 billion. In contrast, sales and excise 
taxes were $0.2 billion, or 5.4 per cent, lower. 


¢ Non-tax revenues were up $0.1 billion, or 


So pemcent, 


Program spending increased by $2.5 billion, 
or 6.0 per cent, in the April to August 2000 
period, compared to the same period last year. 
This increase was spread among all 


maj or components. 


e Major transfers to persons were up 


0.9 per cent, as higher elderly benefits more 
than offset the decline in EI benefit payments. 
The higher elderly benefits reflect an increase 
in the number of individuals eligible for 
benefits and higher average benefits, which 


are indexed to inflation. The decline in 


EI benefit payments reflects a lower number 
of beneficiaries due to the decline in the 


number of unemployed. 
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Table 3 
Budgetary expenditures 


August April to August 
1999 2000 Change 1999-00 2000-01 Change 
($ millions) (%) ($ millions) (%) 
Transfer payments to: 
Persons 
Elderly benefits 1,865 1,884 1.0 9,552 9,833 2.9 
Employment insurance benefits 955 874 -8.5 4,539 4,385 -3.4 
Total 2,820 2,758 -2.2 14,091 14,218 0.9 
Other levels of government 
Canada Health and Social Transfer 1,042 L225 8.0 5,209 5,625 8.0 
Fiscal transfers 866 978 12.9 4,347 4,839 Pies 
Alternative Payments for 
Standing Programs -188 -206 9.6 -938 -1,028 9.6 
Total 1,720 1,897 10.3 8,618 9,436 oD 
Direct program spending 
Subsidies and other transfers 
Agriculture 50 93 86.0 146 147 On: 
Foreign Affairs JS) 180 16.1 510 526 eal! 
Health 121 65 -46.3 430 A418 -2.8 
Human Resources Development 32 15 “301 458 426 -7.0 
Indian and Northern Development 261 282 8.0 Ievay 2,025 4.8 
Industry and Regional Development 147 150 2.0 546 oo -5.7 
Veterans Affairs 11S 120 4.3 ayo 598 4.4 
Other 114 1P -36.8 831 958 1553 
Total 995 O77 -1.8 5,426 5,613 3.4 
Payments to Crown corporations 
Canadian Broadcasting Corporation 85 79 -7.1 340 450 32.4 
Canada Mortgage and 
Housing Corporation 150 150 0.0 745 770 3.4 
Other 67 141 110.4 464 617 330 
Total 302 370 D2 1,549 1,837 18.6 
Operating and capital expenditures 
Defence 1,032 921 -10.8 3,826 35899 9 
All other departmental expenditures 15733 2,098 2 $7525 Soe) 12.4 
Total 2,105 3,019 oe In ay) 13,254 Yall 
Total direct program spending 4,062 4,366 ho 19,126 20,704 8.3 
Total program expenditures 8,602 9:02) 4.9 41,835 44,358 6.0 
Public debt charges 3,193 a 52h 10.3 17,087 17,2235 0.8 
Total budgetary expenditures 11,795 12,542 6.3 Dos922 61,583 4.5 
Memorandum item: 
Total transfers 00) 5,632 1.8 28,135 29,267 4.0 
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¢ Major transfers to other levels of government 
were up 9.5 per cent, reflecting higher cash 
transfers under the CHST and Equalization 
programs. The increase in CHST cash 
transfers reflects the 1999 budget measure 
to increase base funding from $12.5 billion 
in 1999-2000 to $13.5 billion in 2000-01. 
The increase in Equalization entitlements 
is attributable to the continued stronger 
economic growth in Ontario than in the 
Equalization-receiving provinces. 


¢ Direct program spending, consisting of total 
program spending less the major transfers 
to persons and other levels of government, 
increased by 8.3 per cent. This component 
includes subsidy and other transfer payments, 
payments to Crown corporations, and the 
operating and capital costs of government, 
including defence. Developments in this 
component are affected by the timing of 
payments, as well as the lifting of the wage 
freeze and the effect of new initiatives 
announced in recent budgets. 


Public debt charges were up 0.8 per cent, 

as the impact of somewhat higher interest rates 
more than offset the decline in the stock of 
interest-bearing debt. 


Financial source of $4.0 billion 
(excluding foreign exchange transactions) 
for April to August 2000 


The budgetary balance is presented on a 
modified accrual basis of accounting, recording 
- government liabilities when they are incurred, 
regardless of when the cash payment is made. 

_ In addition, the budgetary balance includes only 
_ those activities over which the Government has 
_ legislative control. 


_ In contrast, financial requirements/source 

_ measures the difference between cash coming in 
_ to the Government and cash going out. Financial 
_ requirements/source differs from the budgetary 

_ balance as the former includes transactions 


in loans, investments and advances, federal 
employees’ pension accounts, other specified 
purpose accounts, and changes in other financial 
assets and liabilities. These activities are 
included as part of non-budgetary transactions. 
The conversion from accrual to cash is also 
reflected in non-budgetary transactions. 


Non-budgetary transactions resulted in a net 
requirement of $6.1 billion in the first five 
months of 2000-01. This was attributable, in 
part, to the payment to a third-party trust of 
the $2.5-billion CHST cash supplement, as 
announced in the 2000 budget, as well as the 
first instalment of the pay equity settlement. 


As a result, with a budgetary surplus 

of $10.1 billion and a net requirement of 

$6.1 billion from non-budgetary transactions, 
there was a financial source (excluding foreign 
exchange transactions) of $4.0 billion in the 
April to August 2000 period, compared to 

a net source of $1.8 billion in the same period 
last year. 


Net financial source of $3.8 billion 
for April to August 2000 


Foreign exchange transactions represent all 
transactions in international reserves held in 

the Exchange Fund Account. The purpose of 
the Exchange Fund Account is to promote order 
and stability in the foreign exchange market. It 
fulfills this function by buying foreign exchange 
(selling Canadian dollars) when there is upward 
pressure on the value of the Canadian dollar 
and selling foreign exchange (buying Canadian 
dollars) when there is downward pressure. The 
buying of Canadian dollars represents a source 
of funds from exchange fund transactions, 
while the selling of Canadian dollars represents 
a requirement. Changes in foreign currency 
liabilities, which are undertaken to change the 
level of Canada’s foreign exchange reserves, 
also impact on foreign exchange transactions. 
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Table 4 
The budgetary balance and financial requirements/source 
August April to August 
1999 2000 1999-00 2000-01 
($ millions) 
Budgetary balance (deficit/surplus) Sn =1,163 6,161 10,123 
Loans, investments and advances 
Crown corporations 60 23 -50 106 
Other -186 -21 (am 141 
Total -126 2 al 247 
Specified purpose accounts 
Canada Pension Plan Account -247 224 -448 -666 
Superannuation accounts 390 465 1,829 1,430 
Other 14 1 -111 -215 
Total Loe 690 1,270 549 
Other transactions 985 2,093 EOP Me) -6,896 
Total non-budgetary transactions 1,016 DRT S®) -4,384 -6,100 
Financial requirements/source 
(excluding foreign exchange transactions) 1,588 1,622 Lei del 4,023 
Foreign exchange transactions -859 -2,187 -324 -230 
Net financial balance IPS) -565 1,453 CRIB 
Table 5 
Net financial balance and net borrowings 
August April to August 
1999 2000 1999-00 2000-01 
($ millions) 
Net financial balance 729 -565 1,453 3,193 
Net increase (+)/decrease (-) in borrowings 
Payable in Canadian dollars | 
Marketable bonds -800 4,800 9,487 10,951 — 
Canada Savings Bonds 139 -138 -710 -692 
Treasury bills 1,750 2,900 -7,450 -13,850)’ 
Other 49 -467 1295 458 | 
Total jel Xe) 7,095 2,622 -3,1339) 
Payable in foreign currencies 
Marketable bonds -113 — =113 -2,174 
Notes and loans - = aE - 
Canada bills -147 -366 -3,671 -886 
Canada notes » = PAG 4 
Total -260 -366 -4,010 -3,060 
Net change in borrowings 878 6,729 -1,388 -6,193 
Change in cash balance 1,607 6,164 65 -2,400 
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Table 6 
Condensed statement of assets and liabilities 
March 31, 2000 August 31, 2000 Change 
($ millions) 
Liabilities 
Accounts payable, accruals and allowances 40,748 DoooD -6,896 


Interest-bearing debt 
Pension and other accounts 


Public sector pensions 128,346 129,776 1,430 
Canada Pension Plan (net of securities) (opal I SE eau! -666 
Other pension and other accounts 6,963 6,748 -215 
Total pension and other accounts 141,526 142,075 549 


Unmatured debt 
Payable in Canadian dollars 


Marketable bonds 293,927 304,878 10,951 

Treasury bills 99,850 86,000 -13,850 

Canada Savings Bonds 26,489 DO OF -692 

Non-marketable bonds and bills 3092 4,010 458 

Subtotal 423,818 420,685 -3,133 

Payable in foreign currencies 32,588 2 S28 -3,060 

Total unmatured debt 456,406 450213 -6,193 

Total interest-bearing debt 297.932 592,288 -5,644 

Total liabilities 638,680 626,140 -12,540 

Assets 

Cash and accounts receivable 18,864 16,464 -2,400 

Foreign exchange accounts 41,494 41,724 230 
Loans, investments and advances 

(net of allowances) 13,796 13,549 -247 


Total assets TAAS4 TAT ST, -2,417 
Accumulated deficit (net public debt) 564,526 554,403 -10,123 
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Taking all of these factors into account, there Net borrowings down $6.2 billion 
was a net requirement of $0.2 billion in the for April to August 2000 

first five months of 2000-01, compared to 

a net requirement of $0.3 billion in the same 
period last year. 


With this net financial source of $3.8 billion 
and a reduction in cash balances of $2.4 billion, 
the Government retired $6.2 billion of 


With a budgetary surplus of $10.1 billion, a net market debt in the first five months of 2000-01. 
requirement of $6.1 billion from non-budgetary Cash balances at August 31 amounted to 
transactions and a net requirement of funds of $10.6 billion. 


$0.2 billion from foreign exchange transactions, 
there was a net financial source of $3.8 billion 
in the April to August 2000 period, compared to 
a net source of $1.5 billion in the same period 
last year. 
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Highlights of financial results for September 2000 


Budgetary surplus of $3.3 billion 
in September 2000 


There was a budgetary surplus of $3.3 billion 

in September 2000, compared to a surplus 

of $1.9 billion in September 1999. All of the 
year-over-year increase in the surplus was 
attributable to higher budgetary revenues, up 
10.4 per cent, or $1.5 billion. Program spending 
increased by $84 million while public debt 
charges were virtually unchanged. 


Among the major revenue components, on 
a year-over-year basis: 


¢ Personal income tax revenues were up 
$0.8 billion, or 10.4 per cent. This increase 
reflected continued strong growth in 
deductions from employment income, due 
to the increase in the number of people 
employed, as well as timing factors related to 
the receipt of payments. These factors more 
than offset the impact of the 2000 budget 
measures, which came into effect in July. 


* Corporate income tax revenues 
increased $0.4 billion, or 33.8 per cent, 
primarily reflecting timing factors related 
to the monthly tax instalment procedures, 
as explained below. Other income taxes 
were lower, reflecting timing factors. 


* Employment insurance (EI) premium 
revenues were up slightly due to a transfer 
from personal income tax revenues relating 
to underpayments with respect to the 
1999 taxation year. 


¢ Excise taxes and duties were up $0.1 billion, 
or 3.6 per cent, as lower goods and services 
tax (GST) revenues, reflecting higher 
rebates and refunds, were more than offset 
by higher customs import duties and sales 
and excise taxes. 


¢ Non-tax revenues were up. Monthly 
changes in this component are extremely 
volatile, reflecting the timing of receipts. 


Within program spending, on a year-over-year 
basis: 


e Major transfers to persons were up 
4.4 per cent, as higher elderly benefit 
payments more than offset lower 
EI benefit payments. 


e Major transfers to other levels of government 
were up 11.0 per cent, reflecting higher cash 
transfers under the Canada Health and Social 
Transfer (CHST) and Equalization programs. 


e Direct program spending was down 
5.1 per cent, reflecting timing factors. 


Year-to-date: budgetary surplus 
of $13.5 billion 


Over the first six months of fiscal year 2000-01, 
the budgetary surplus was estimated at 

$13.5 billion, up $5.4 billion from the surplus 
of $8.1 billion reported in the same period 

of 1999-2000. These results are in line with the 
average private sector forecast of the fiscal 
surplus for 2000-01 of $17 billion, as set out in 
the October 18, 2000, Economic Statement and 
Budget Update. _ : 


ie 
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Table | 
Summary statement of transactions 
September April to September 
1999 2000 1999-00 2000-01 
($ millions) 
Budgetary transactions 
Revenues Taer s2 15,596 79,216 87,302 
Program spending -8,747 -8,831 -50,569 -53,105 
Operating surplus 5,385 6,765 28,647 34,197 
Public debt charges -3,461 -3,472 -20,549 -20,697 
Budgetary balance (deficit/surplus) 1,924 3,293 8,098 13,500 
Non-budgetary transactions 178 196 -4,224 -5,986 
Financial requirements/source 
(excluding foreign exchange transactions) 2,102 3,489 3,874 7,514 
Foreign exchange transactions 501 667 177. 437 
Net financial balance 2.603 4,156 4,051 1.951 
Net change in borrowings =9°312 -12,116 -10,701 -18,309 
Net change in cash balances -6,709 -7,960 -6,650 -10,358 


Note: Positive numbers indicate a net source of funds. Negative numbers indicate a net requirement for funds. 


Budgetary revenues were up $8.1 billion, or 
10.2 per cent, on a year-over-year basis. Among 
the major revenue components: 


¢ Personal income tax collections were up 
$4.4 billion, or 11.2 per cent, primarily 
reflecting higher receipts from monthly 
deductions from employment income, due to 
increases in the number of people employed. 
In addition, higher taxes paid on filing and 
lower refunds, pertaining to the 1999 taxation 
year, contributed to the year-over-year 
increase. Over the balance of the fiscal year, 
growth in this component will be restrained 
as the impact of tax reductions announced in 
the 2000 budget and the Economic Statement 
and Budget Update is realized. 


* Corporate income tax revenues were up 
$2.6 billion, or 29.3 per cent. Although part 
of this increase reflects the continued strength 
in corporate profits, the increase is also 
affected by tax instalment procedures. 


Corporations are required to remit monthly 
instalments based on either their previous 
year’s actual tax liability or their current 
year’s projected tax lability. Although 
corporate profits rebounded strongly in 1999, 
monthly tax instalments for most of 1999 
were based on the tax liability for 1998 — 

a year in which corporate profits declined — 
thereby depressing instalment payments in 
1999. Corporations have 60 days from the 
end of their taxation year to remit their final 
settlement payments. Last February, record 
settlement payments were made relating to 
underpayments during the course of the 
1999 taxation year. Thus, it is estimated that 
instalments for the first seven months were 
understated by an average of $0.6 billion per 
month. With current monthly instalments 
largely based on 1999 tax liabilities, the 


| 


year-over-year changes to date are misleading. 


| 
| 
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Table 2 
Budgetary revenues 
September April to September 
1999 2000 Change 1999-00 2000-01 Change 
($ millions) (%) ($ millions) (%) 
Income taxes 
Personal income tax TIALY 8,580 10.4 39,078 43,443 jd 
Corporate income tax 1,192 1,595 33.8 8,79) 11,349 29.3 
Other income tax revenue 204 164 -19.6 1,440 1,439 -0.1 
Total income tax 9,166 10,339 12.8 49,293 56,231 14.1 
Employment insurance 
premium revenues I oehei 1,437 2.8 TID 9,934 -0.6 
Excise taxes and duties 
Goods and services tax 2,214 2103 -5.0 L603 12,398 6.9 
Customs import duties 162 220 35.8 1,169 559 14.5 
Sales and excise taxes 638 798 aoe 4,278 4,240 -0.9 
Total excise taxes and duties 3,014 321 3.6 17,050 U7-977 re 
Total tax revenues 13,578 14,897 9.7 49,955 84,144 LOD 
Non-tax revenues 554 699 26.2 2,881 3,160 9.7 
Total budgetary revenues 14,132 15,596 10.4 195216 87,302 10.2 


¢ EI premium revenues were down 0.6 per cent, 
as the decline in premium rates (the employee 
rate for 2000 is $2.40 per $100 of insurable 
earnings compared to $2.55 in 1999) 

offset the impact of the growth in the number 
of people employed and therefore 

paying premiums. 

Excise taxes and duties increased by 

$0.9 billion, or 5.4 per cent. GST revenues 
were up $0.8 billion, or 6.9 per cent — this is 
somewhat less than the growth in consumer 
demand, reflecting strong growth in the 
payment of refunds and rebates. Customs 
import duties were up strongly, while sales 
and excise taxes were lower. 


Non-tax revenues were up $0.3 billion, or 
2.7 per cent. 


Program spending increased by $2.5 billion, 
or 5.0 per cent, in the April to September 2000 
period, over the same period last year. This 
increase was spread among all major 
components. 


e Major transfers to persons were up 
1.4 per cent, as higher elderly benefits more 
than offset the decline in EI benefit payments. 
The higher elderly benefits reflect an increase 
in the number of individuals eligible for 
benefits and higher average benefits, which 
are indexed to inflation. The decline in 
EI benefit payments reflects a lower number 
of beneficiaries due to the decline in the 
number of unemployed. 
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Table 3 
Budgetary expenditures 
September April to September 
L999 2000 Change 1999-00 2000-01 Change 
($ millions) (%) ($ millions) (%) 
Transfer payments to: 
Persons 
Elderly benefits oT DAI 6.2 11,548 Li59>3 a8 
Employment insurance benefits 679 672 =1e0 5,218 5,056 SS ill 
Total 2,676 2192 4.4 16,766 17,009 1.4 
Other levels of government 
Canada Health and Social Transfer 1,041 [6125 8.1 6,250 6,750 8.0 
Fiscal transfers 867 988 14.0 5,214 Soa 11.8 
Alternative Payments for 
Standing Programs -188 -204 8.5 -1,126 SILPBS: WES. 
Total 1,720 1,909 11.0 10,338 11,348 OS 
Direct program spending 
Subsidies and other transfers 
Agriculture iA 107 -11.6 267 MDS -4.5 
Foreign Affairs 136 4] -69.6 647 566 -12.5 
Health ie 148 105.6 501 566 13.0 
Human Resources Development 249 33 -86.7 707 459 -35.1 
Indian and Northern Development 320 444 38.8 2252 2,470 9.7 
Industry and Regional Development 64 92 43.8 610 606 -0.7 
Veterans Affairs 115 120 4.3 689 718 4.2 
Other 151 18 -50.3 984 O32 14.9 
Total L228 1,060 -13.7 6,657 6,672 0.2 
Payments to Crown corporations 
Canadian Broadcasting Corporation 79 65 -17.7 420 Bile. 22:6 
Canada Mortgage and 
Housing Corporation iba 150 -0.7 895 920 2.8 
Other 63 90 42.9 526 708 34.6 
Total 293 305 4.1 1,841 2,143 16.4 
Operating and capital expenditures 
Defence 970 873 -10.0 4,796 ATS -0.5 
All other departmental expenditures 1,860 1,891 bs, LO 11,160 OF 
Total 2,830 2,764 -2.3 14,967 [5:933 6.5 
Total direct program spending 4,351 4,129 -5.1 23,465 24,748 a 
Total program expenditures 8,747 8,831 1.0 50,569 Soni) 5.08} 
Public debt charges 3,461 3,472 0.3 20,549 20,697 0.7 
Total budgetary expenditures 12,208 12,303 0.8 TAA Rs 73,802 3.8 


Memorandum item: | 
Total transfers 5,624 5,762 25 33,761 35,029 3.85) 
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¢ Major transfers to other levels of government 
were up 9.8 per cent, reflecting higher cash 
transfers under the CHST and Equalization 
programs. The increase in CHST cash 
transfers reflected the 1999 budget measure 
to increase base funding from $12.5 billion 
in 1999-2000 to $13.5 billion in 2000-01. 
The increase in Equalization entitlements 
was attributable to the continued stronger 
economic growth in Ontario than in the 
Equalization-receiving provinces. 


e Direct program spending, consisting of total 
program spending less the major transfers 
to persons and other levels of government, 
increased by 5.5 per cent. This component 
includes subsidy and other transfer payments, 
payments to Crown corporations, and the 
operating and capital costs of government, 
including defence. Developments in this 
component are affected by the timing of 
payments, as well as the lifting of the wage 
freeze and the effect of new initiatives 
announced in recent budgets. 


Public debt charges were up 0.7 per cent, as 
the impact of somewhat higher interest rates 
more than offset a decline in the stock of 
interest-bearing debt. 


Financial source of $7.5 billion 
(excluding foreign exchange transactions) 
for April to September 2000 


The budgetary balance is presented on a 
modified accrual basis of accounting, recording 
government liabilities when they are incurred, 
regardless of when the cash payment is made. 
In addition, the budgetary balance includes only 
those activities over which the Government 

has legislative control. 


In contrast, financial requirements/source 
measures the difference between cash coming in 
to the Government and cash going out. Financial 
requirements/source differs from the budgetary 
balance as the former includes transactions 

in loans, investments and advances, federal 
employees’ pension accounts, other specified 


purpose accounts, and changes in other financial 
assets and liabilities. These activities are 
included as part of non-budgetary transactions. 
The conversion from accrual to cash is also 
reflected in non-budgetary transactions. 


Non-budgetary transactions resulted in a net 
requirement of $6.0 billion in the first six 
months of 2000-01. This was attributable, in 
part, to the payment to a third-party trust of 
the $2.5-billion CHST cash supplement, as 
announced in the 2000 budget, as well as to 
payments related to the pay equity settlement. 


As a result, with a budgetary surplus 

of $13.5 billion and a net requirement of 
$6.0 billion from non-budgetary transactions, 
there was a financial source (excluding 
foreign exchange transactions) of $7.5 billion 
in the April to September 2000 period, 
compared to a financial source of $3.9 billion 
in the same period last year. 


Net financial source of $8.0 billion 
for April to September 2000 


Foreign exchange transactions represent all 
transactions in international reserves held in 
the Exchange Fund Account. The purpose of 
the Exchange Fund Account is to promote order 
and stability in the foreign exchange market. It 
fulfills this function by buying foreign exchange 
(selling Canadian dollars) when there is upward 
pressure on the value of the Canadian dollar 
and selling foreign exchange (buying Canadian 
dollars) when there is downward pressure. The 
buying of Canadian dollars represents a source 
of funds from exchange fund transactions, 
while the selling of Canadian dollars represents 
a requirement. Changes in foreign currency 
liabilities, which are undertaken to change the 
level of Canada’s foreign exchange reserves, 
also impact on foreign exchange transactions. 
Taking all of these factors into account, there 
was a net source of $0.4 billion in the first 

six months of 2000-01, compared to a net 
source of $0.2 billion in the same period 

last year. 
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Table 4 
The budgetary balance and financial requirements/source 
September April to September 
1999 2000 1999-00 2000-01 
($ millions) 
Budgetary balance (deficit/surplus) 1,924 S293 8,098 13,500 
Loans, investments and advances 
Crown corporations 69 100 19 206 
Other -29] 42 -122 183 
Total -222 142 -103 389 
Specified purpose accounts 
Canada Pension Plan Account 739 128 ot -538 
Superannuation accounts 484 28 Dew S 1,458 
Other 14 150 -98 -65 
Total [5237 306 2,506 855 
Other transactions -837 -252 -6,627 -7,230 
Total non-budgetary transactions 178 196 -4,224 -5,986 
Financial requirements/source 
(excluding foreign exchange transactions) 2502 3,489 3,874 7,514 
Foreign exchange transactions 501 667 jag) 437 
Net financial balance 2,603 4,156 4,051 ISK 
Table 5 
Net financial balance and net borrowings 
September April to September 
1999 2000 1999-00 2000-01 


($ millions) 
Net financial balance 2,603 4,156 4,051 158 


Net increase (+)/decrease (-) in borrowings 
Payable in Canadian dollars 


Marketable bonds -11,693 -4,933 -2,206 6,018 — 
Canada Savings Bonds 28 -98 -682 -790 
Treasury bills 3,650 -6,200 -3,801 -20,050m) 
Other -759 -376 539 S2mi 
Total -8,774 -11,607 -6,154 -14,740 | 
Payable in foreign currencies 
Marketable bonds -302 “4.15 -2,174 
Notes and loans | 
Canada bills -206 -509 -3,876 -1,395 
Canada notes -30 -256 
Total -538 -509 -4,547 3,569 
Net change in borrowings — -9,312 -12,116 -10,701 -18,309 | 


Change in cash balance -6,709 -7,960 -6,650 -10,358 | 
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Table 6 
Condensed statement of assets and liabilities 
March 31, 2000 September 30, 2000 Change 
| ($ millions) 
Liabilities 
Accounts payable, accruals and allowances 40,748 35,513 SAYS) 


Interest-bearing debt 
Pension and other accounts 


Public sector pensions 128,346 129,804 1,458 
Canada Pension Plan (net of securities) 6,217 5,679 -538 
Other pension and other accounts 6,963 6,898 -65 
Total pension and other accounts 141,526 142,381 855 


Unmatured debt 
Payable in Canadian dollars 


Marketable bonds 293,927 299,945 6,018 

Treasury bills 99.850 79,800 -20,050 

Canada Savings Bonds 26,489 25,642 -847 

Non-marketable bonds and bills Seay 3,635 83 

Subtotal 423,818 409,022 -14,796 

Payable in foreign currencies 32,588 29,020 -3,568 

Total unmatured debt 456,406 438,042 -18,364 

Total interest-bearing debt 597,932 580,423 -17,509 

Total liabilities 638,680 613,996 -24,684 

Assets 

Cash and accounts receivable 18,864 8,506 -10,358 

Foreign exchange accounts 41,494 41,057 -437 
Loans, investments and advances 

(net of allowances) 13,796 13,407 -389 

Total assets 74,154 62,970 -11,184 


Accumulated deficit (net public debt) 564,526 55.022 - 13,500 
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Table 7 
Debt Servicing and Reduction Account (DSRA) 
1991-92 1992-93 1993-94 1994-95 1995-96 1996-97 1997-98 1998-99 1999-00 
(millions of dollars) 
Gross GST collected 29,564 30,516 32,652 SOsh ba 38,048 40,733 46,986 50,174 56,383 
Less: 
Refunds and rebates 12,134 13,145 14,271 {heal 1 18,874 19,782 24,633 26,640 30,746 
terly low-income 
eae / 2,262 2,503 2,685 2,816 2199 PL ole? 2,092 2,850 2,847 
Net GST 15,168 14,868 15,696 16,787 16,375 18,079 19,461 20,684 22,790 
GST penalties and 
interest received 19 al 90 129 135 159 127 1S 104 
Gains from wind-up of interest 
in Crown corporations/ 
disposal of shares 2 110 325 
Gifts to the Crown 0.4 0.1 0.5 0.3 0.3 0.2 12 Ons 
Proceeds to DSRA 15,190 7 15,0505 9 153756 16,916 16,835 18,238 19,588 20,808 22,894 


Source: Public Accounts of Canada. 


With a budgetary surplus of $13.5 billion, a net 
requirement of $6.0 billion from non-budgetary 
transactions and a net source of funds of 

$0.4 billion from foreign exchange transactions, 
there was a net financial source of $8.0 billion 
in the April to September 2000 period, 
compared to a net source of $4.1 billion in 

the same period last year. 


Net borrowings down $18.3 billion 
for April to September 2000 


In September, the Government’s holdings of 
market debt declined by $12.1 billion, bringing 
the retirement for the first six months to 

$18.3 billion. This was financed with the net 
financial source $8.0 billion and a reduction of 
$10.4 billion in cash balances. The level of cash 
balances varies from month to month based on a 
number of factors including periodic large debt 


maturities, which can be quite volatile on a 
monthly basis. At the end of September, cash 
balances were $2.6 billion. 


The Debt Servicing and Reduction Account 


In June 1991, legislation to establish the 

Debt Servicing and Reduction Account 
received Royal Assent. As a result, effective 
April 1, 1991, all GST revenues net of the 
applicable input tax credits, rebates and the 
low-income credit, along with the net proceeds 
from the sale of Crown corporations and gifts to 
the Crown identified for debt reduction, must, 
by law, go directly to the Debt Servicing and 
Reduction Account. The funds in this Account 
can only be used to pay the cost of servicing 
the public debt and ultimately to reduce the 
debt. The Account is audited on an annual basis 
by the Auditor General of Canada. 


For additional copies or subscription inquiries, please contact the Distribution Centre at (613) 995-2855. 
For other inquiries about this publication, contact Peter Devries at (613) 996-7397. 
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October 2000: budgetary deficit 
of $301 million 


There was a budgetary deficit of $301 million 
in October 2000, compared to a surplus of 
$111 million in October 1999. The deficit in 
October 2000 was attributable to the special 
payment of $1 billion in trust to the provinces 
and territories for new medical equipment, as 
part of the new federal investments to support 


the agreements reached on September 1 1th by 
the First Ministers on health renewal and early 
childhood development. 


On a year-over-year basis, budgetary revenues 
increased $1.1 billion, or 9.3 per cent, 
reflecting increases in all major components 

_ with the exception of personal income 

- tax revenues. 


¢ Personal income tax revenues were down 
$0.8 billion, or 13.1 per cent. This decline 
was attributable to higher transfers to the 
Canada Pension Plan (CPP) and employment 
insurance (EI) accounts, reflecting 
underpayments in previous periods. Gross 
remittances received include not only federal 
personal income tax liabilities but also 
provincial income tax liabilities (as set out 
under the tax collection agreements with 
participating provinces) and employee and 
employer premium contributions for EI and 
the CPP. On a monthly basis, deductions for 
these liabilities are based on estimates, with 
adjustments made once either preliminary or 
final data become available from the Canada 
Customs and Revenue Agency. Based on 
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Highlights of financial results for October 2000 


preliminary taxation results for 1999, transfers 
from personal income tax revenues to 

the CPP and EI accounts amounting to 

$1.4 billion were made in October 2000. 


¢ Corporate income tax revenues were up 
$0.8 billion, or 74.3 per cent, primarily 
reflecting timing factors related to the 
monthly tax instalment procedures, as 
explained below. Other income taxes were 
also up strongly, after declining last month. 


¢ The increase in EI premium revenues of 
$0.4 billion, or 30.0 per cent, was due to the 
transfer from personal income tax revenues 
relating to underpayments with respect to the 
1999 taxation year. 


e Excise taxes and duties were up $0.4 billion, 
or 14.5 per cent, with all components 
registering strong increases. 


* Non-tax revenues were also up. Monthly 
changes in this component are extremely 
volatile, reflecting the timing of receipts. 


On a year-over-year basis, program spending 
increased $1.4 billion, or 15.9 per cent, of 
which $1 billion was due to the payment in 
trust to the provinces and territories for new 
medical equipment. 


¢ Major transfers to persons were up 
2.7 per cent, attributable to higher elderly 
benefit payments, as EI benefit payments 
were unchanged. 

¢ Major transfers to other levels of government 
were up 10.0 per cent, reflecting higher cash 
transfers under the Canada Health and Social 
Transfer (CHST) and Equalization programs. 
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Table | 
Summary statement of transactions 


October April to October 


1999 2000 1999-00 2000-01 


Budgetary transactions 
Revenues 
Program spending 


Operating surplus 

Public debt charges 

Budgetary balance (deficit/surplus) 
Non-budgetary transactions 


Financial requirements/source 
(excluding foreign exchange transactions) 


Foreign exchange transactions 
Net financial balance 
Net change in borrowings 


Net change in cash balances 


($ millions) 


12,000 ie G2 ON21S 100,414 
-8,634 -10,007 -59,205 -63,114 
3,366 3,105 32,010 37,300 
-3,255 -3,406 -23,803 -24,103 
111 -301 8,207 13,197 
1,064 859 =3,155 -5,126 
gs 558 5,052 8,071 
-1,039 893 -862 1,330 
136 1,451 4,190 9,401 
3,784 3,658 -6,916 -14,652 
3,920 5,109 -2,726 -5,251 


Note: Positive numbers indicate a net source of funds. Negative numbers indicate a net requirement for funds. 


¢ Direct program spending was up 
26.8 per cent, primarily reflecting the 
$1-billion payment in trust to the provinces 
and territories for new medical equipment. 


On a year-over-year basis, public debt charges 
were up $0.2 billion, or 4.6 per cent, in part 
reflecting adjustments in October 1999 to 
correct for over-reporting in previous months. 


Year-to-date: budgetary surplus 
of $13.2 billion 


Over the first seven months of fiscal year 
2000-01, the budgetary surplus was estimated 
at $13.2 billion, up $5.0 billion from the 
surplus of $8.2 billion reported in the same 
period of 1999-2000. 


These results are in line with the average 
private sector forecast of the fiscal surplus for 
2000-01, as set out in the October 18, 2000, 
Economic Statement and Budget Update. 


Budgetary revenues were up $9.2 billion, or 
10.1 per cent, on a year-over-year basis. 
Among the major revenue components: 


¢ Personal income tax collections were up 
$3.5 billion, or 7.8 per cent, primarily 
reflecting higher receipts from monthly 
deductions from employment income, due to 
increases in the number of people employed. 
In addition, higher taxes paid on filing and 
lower refunds, pertaining to the 1999 taxation 
year, also contributed to the year-over-year 
increase. Over the balance of the fiscal year, 
growth in this component will be restrained 
as the impact of tax reductions is realized. 


¢ Corporate income tax revenues were up 
$3.4 billion, or 34.2 per cent. Although part of 
this increase reflects the continued strength in 
corporate profits, up 17.5 per cent in the first 
three quarters of 2000 over the same period 
last year, the increase in revenues 1s also 
affected by tax instalment procedures. 
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Table 2 
Budgetary revenues 
October April to October 
1999 2000 Change 1999-00 2000-01 Change 
($ millions) (%) ($ millions) (%) 
Income taxes 
Personal income tax 6213 5,397 =13.1 45,291 48,840 7.8 
Corporate income tax 1,063 1,853 TAS 9,837 13;201 34.2 
Other income tax revenue 252 381 S12 1,693 1,820 Tes 
Total income tax e528 7,631 1.4 56,821 63,861 12-4 
Employment insurance 
premium revenues 1,242 1,614 30.0 11,234 11,548 2.8 
Excise taxes and duties 
Goods and services tax 2,003 2325 16.1 13,606 14,723 8.2 
Customs import duties 211 230 9.0 1379 1,569 13.8 
Sales and excise taxes 633 706 iM 4,911 4,946 0.7 
Total excise taxes and duties 2,847 52601 14.5 19,896 21,238 6.7 
Total tax revenues Lolz 12506 Teh 87,951 96,647 9.9 
Non-tax revenues 383 606 59:2 3,204 37/07) 15.4 
Total budgetary revenues 12,000 13,112 oh) 125 100,414 10.1 


Corporations are required to remit monthly 
instalments based on either their previous 
year’s actual tax liability or their current 
year’s projected tax liability, with final 
settlement payments made 30 days following 
the end of their taxation year. Although 
corporate profits rebounded strongly in 1999, 
monthly tax instalments for most of 1999 
were based on the tax liability for 1998 — a 
year in which corporate profits declined 

— thereby depressing instalment payments in 
1999. Since current monthly instalments are 
being compared to last year’s understated 
instalments, the year-over-year changes are 
likely not an appropriate indicator of the 
results for the year as a whole. 


E] premium revenues were up 2.8 per cent, 
as the decline in premium rates (the 
employee rate for 2000 is $2.40 per $100 
of insurable earnings compared to $2.55 in 
1999) was more than offset by the impact 


of the prior-year adjustments and the growth 
in the number of people employed and 
therefore paying premiums. 


Excise taxes and duties increased by 

$1.3 billion, or 6.7 per cent. GST revenues 
were up $1.1 billion, or 8.2 per cent, broadly 
in line with the growth in consumer demand. 
Customs import duties were up strongly, 
while sales and excise taxes were up 
marginally. 

Non-tax revenues were up $0.5 billion, or 
15.4 per cent. 


Program spending increased by $3.9 billion, 
or 6.6 per cent, in the April to October 2000 
period, compared to the same period last year. 
This increase was spread among all major 
components. 


* Major transfers to persons were up 


1.6 per cent, as higher elderly benefits more 
than offset the decline in EI benefit payments. 
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Table 3 
Budgetary expenditures 
October April to October 
1999 2000 Change 1999-00 2000-01 Change 
($ millions) (%) ($ millions) (%) 
Transfer payments to: 
Persons 
Elderly benefits 1,964 2.057 33 events) 13,990 Be) 
Employment insurance benefits 750 750 0.0 5,969 5,806 -2.7 
Total 2,714 DASt Ded. 19,482 19,796 1.6 
Other levels of government 
Canada Health and Social Transfer 1,042 aS 8.0 7299 L8iS 8.0 
Fiscal transfers 868 976 12.4 6,081 6,807 11.9 
Alternative Payments for 
Standing Programs -188 -206 9.6 -1,313 -1,439 9.6 
Total ee 1,895 10.0 12,060 13,243 9.8 
Direct program spending 
Subsidies and other transfers 
Agriculture 48 ql -85.4 Sid) 263 -16.5 
Foreign Affairs 174 2Q: 21.8 821 778 -5.2 
Health 86 67 ire | 587 633 hes 
Human Resources Development 59 120 -24.5 866 S79 -33.1 
Indian and Northern Development 262 176 =32.0 2,514 2,646 53 
Industry and Regional Development ea 125 -1.6 ey) 432 -0.7 
Veterans Affairs sy 122 4.3 805 841 4.5 
Other 162 [057 S52) 1,147 2,087 82.0 
Total Ves 1,886 66.2 7,792 8,559 9.8 
Payments to Crown corporations 
Canadian Broadcasting Corporation 65 100 53.8 485 615 26.8 
Canada Mortgage and 
Housing Corporation 150 150 0.0 1,045 1,070 2.4 
Other 70 167 138.6 595 874 46.9 
Total 285 417 46.3 225 2559 20.4 
Operating and capital expenditures 
Defence 799 989 23.8 3,95 102 3.0 
All other departmental expenditures 1,979 2,033 ee | 120054 13,195 8.6 
Total 2118 3,022 8.8 17,746 18,957 6.8 
Total direct program spending 4,198 oo 26.8 27,663 30,075 8.7 
Total program expenditures 8,634 10,007 15.9 59,205 63,114 6.6 
Public debt charges 3055 3,406 4.6 23,803 24,103 ihe 
Total budgetary expenditures 11,889 13,413 12.8 83,008 PA Sau 


Memorandum item: . 
Total transfers Sail 6,568 17.9 39,334 41,598 5.8 


The higher elderly benefits reflect an increase 
in the number of individuals eligible for 
benefits and higher average benefits, which 
are indexed to inflation. The decline in EI 

_ benefit payments reflects a lower number of 
beneficiaries due to the decline in the number 
of unemployed. 


* Major transfers to other levels of government 
were up 9.8 per cent, reflecting higher cash 
transfers under the CHST and Equalization 
programs. The increase in CHST cash 
transfers reflected the 1999 budget measure to 
increase base funding from $12.5 billion in 
1999-2000 to $13.5 billion in 2000-01. The 
increase in Equalization entitlements was 
attributable to the continued stronger 
economic growth in Ontario than in the 
Equalization-receiving provinces. 


¢ Direct program spending, consisting of total 
program spending less the major transfers to 
persons and other levels of government, 
increased by 8.7 per cent. This component 
includes subsidy and other transfer payments, 
payments to Crown corporations, and the 
operating and capital costs of government, 
including defence. Developments in this 
component are affected by the timing of 
payments, the lifting of the wage freeze, the 
effect of new initiatives announced in recent 
budgets and the $1-billion payment in trust to 
the provinces and territories for new medical 
equipment, to support the agreements reached 
by the First Ministers on health renewal and 
early childhood development. 


Public debt charges were up $0.3 billion, or 
1.3 per cent, as the impact of somewhat higher 
interest rates more than offset the decline in 
the stock of interest-bearing debt. 


Financial source of $8.1 billion 
(excluding foreign exchange transactions) 
for April to October 2000 


The budgetary balance is presented on a 
modified accrual basis of accounting, 
recording government liabilities when they are 
incurred, regardless of when the cash payment 
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is made. In addition, the budgetary balance 
includes only those activities over which the 
Government has legislative control. 


In contrast, financial requirements/source 
measures the difference between cash coming 
in to the Government and cash going out. 
Financial requirements/source differs from the 
budgetary balance as the former includes 
transactions in loans, investments and 
advances, federal employees’ pension 
accounts, other specified purpose accounts, 
and changes in other financial assets and 
liabilities. These activities are included as part 
of non-budgetary transactions. The conversion 
from accrual to cash is also reflected in 
non-budgetary transactions. 


Non-budgetary transactions resulted in a net 
requirement of $5.1 billion in the first seven 
months of 2000-01. This was attributable, 
in part, to the payment to a third-party trust 
of the $2.5-billion CHST cash supplement, 
as announced in the 2000 budget, as well 

as the payments related to the pay equity 
settlement. 


As a result, with a budgetary surplus of 

$13.2 billion and a net requirement of 

$5.1 billion from non-budgetary transactions, 
there was a financial source (excluding foreign 
exchange transactions) of $8.1 billion in the 
April to October 2000 period, compared to a 
financial source of $5.1 billion in the same 
period last year. 


Net financial source of $9.4 billion 
for April to October 2000 


Foreign exchange transactions represent all 
transactions in international reserves held in 
the Exchange Fund Account. The purpose of 
the Exchange Fund Account is to promote 
order and stability in the foreign exchange 
market. The buying of Canadian dollars 
represents a source of funds from exchange 
fund transactions, while the selling of 
Canadian dollars represents a requirement. 
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Table 4 


The budgetary balance and financial requirements/source 


October April to October 
1999 2000 1999-00 2000-01 
($ millions) 
Budgetary balance (deficit/surplus) Ltt -301 8,207 ey, 
Loans, investments and advances 
Crown corporations 170 50 190 256 
Other 47 -961 -74 -778 
Total 217 -911 116 -522 
Specified purpose accounts 
Canada Pension Plan Account -59 871 232 356 
Superannuation accounts 463 167 pad gig 1,626 
Other -29 9 -126 -56 
Total outs) 1,047 2,883 1,903 
Other transactions 472 723 -6,154 -6,507 
Total non-budgetary transactions 1,064 859 -3,155 -5,126 
Financial requirements/source 
(excluding foreign exchange transactions) Wes) 558 5,052 8,071 
Foreign exchange transactions -1,039 893 -862 1,330 
Net financial balance 136 1,451 4,190 9,401 
Table 5 
Net financial balance and net borrowings 
October April to October 
1999 2000 1999-00 2000-01 
($ millions) 
Net financial balance 136 1,451 4,190 9,401 
Net increase (+)/decrease (-) in borrowings 
Payable in Canadian dollars 
Marketable bonds 4.173 3,931 1,967 9,949 
Canada Savings Bonds 4 -191 -686 -981 
Treasury bills 150 -300 -3,650 -20,350 
Other -234 109 301 19% 
Total 4,085 3,549 -2,068 =i ton 
Payable in foreign currencies 
Marketable bonds -28 -415 -2,202 
Notes and loans | 
Canada bills -301 173 -4,177 -1,223 
Canada notes 6 256 36 
Total -301 109 -4,848 -3,461 
Net change in borrowings 3,784 3,658 -6,916 -14,652 
Change in cash balance 3,920 DaLOD -2,726 5,251 
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Table 6 
Condensed statement of assets and liabilities 
March 31, 2000 October 31, 2000 Change 
($ millions) 
Liabilities 
Accounts payable, accruals and allowances 40,748 35,590 -5,158 
Interest-bearing debt 
Pension and other accounts 
Public sector pensions 128,346 (PAE MS (8 1,626 
Canada Pension Plan (net of securities) 6,217. 6,550 Son 
Other pension and other accounts 6,963 6,600 -363 
Total pension and other accounts 141,526 143,122 1,596 
Unmatured debt 
Payable in Canadian dollars 
Marketable bonds 293,927 303,876 9,949 
Treasury bills 99,850 79,500 -20,350 
Canada Savings Bonds 26,489 25,508 -98] 
Non-marketable bonds and bills Sine ys 3,744 192 
Subtotal 423,818 412,628 -11,190 
Payable in foreign currencies 32,588 29,129 -3,459 
Total unmatured debt 456,406 441,757 -14,649 
Total interest-bearing debt 597,932 584,879 -13,053 
Total liabilities 638,680 620,469 -18,211 
Assets 
Cash and accounts receivable 18,864 14,659 -4,205 
Foreign exchange accounts 41,494 40,163 -1,331 
Loans, investments and advances 
(net of allowances) 13,796 14,318 522 
Total assets 74,154 69,140 -5,014 
Accumulated deficit (net public debt) 564,526 951,329 SEL 
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Changes in foreign currency liabilities, which 
are undertaken to change the level of Canada’s 
foreign exchange reserves, also impact on 
foreign exchange transactions. Taking all of 
these factors into account, there was a net 
source of $1.3 billion in the first seven months 
of 2000-01, compared to a net requirement of 
$0.9 billion in the same period last year. 


With a budgetary surplus of $13.2 billion, 

a net requirement of $5.1 billion from 
non-budgetary transactions and a net source 
of funds of $1.3 billion from foreign exchange 
transactions, there was a net financial source 
of $9.4 billion in the April to October 2000 
period, compared to a net source of 

$4.2 billion in the same period last year. 


Net borrowings down $14.7 billion 
for April to October 2000 


In October 2000, the Government’s holding 
of market debt increased by $3.7 billion, with 
the result that, for the first seven months of 
2000-01, there was a net retirement in market 
debt of $14.7 billion. This was financed by 
the net financial source of $9.4 billion and a 
reduction of $5.3 billion in cash balances. 
The level of cash balances varies from month 
to month based on a number of factors 
including periodic large debt maturities, 
which can be quite volatile on a monthly 
basis. At the end of October 2000, cash 
balances were $7.8 billion. 
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Highlights of financial results for November 2000 


November 2000: budgetary surplus 
of $0.9 billion 


There was a budgetary surplus of $0.9 billion 
in November 2000, compared to a budgetary 
deficit of $0.3 billion in November 1999. 

The year-over-year improvement in the 
monthly budgetary balance was attributable 

to higher budgetary revenues, up $1.4 billion, 
and lower public debt charges, down 

$0.2 billion. Dampening the impact of these 
developments on the overall budgetary balance 
was higher program spending, up $0.4 billion. 


Within budgetary revenues, on a 
year-over-year basis: 


¢ Personal income tax revenues were up 
marginally, as the impact of the tax relief 
measures announced in the February 2000 
budget and prior-year adjustments virtually 
offset the effect of higher receipts from 
monthly deductions from employment 
income due to the increase in the number 
of people employed. 


* Corporate income tax revenues were up 
$0.2 billion, or 11.1 per cent, primarily 
reflecting the growth in corporate profits 
in 2000. Other income taxes were also 
up strongly. 

* Employment insurance (EI) premium 
revenues declined slightly, as the reduction 
in premium rates (the employee rate for 
2000 is $2.40 per $100 of insurable 
earnings compared to $2.55 in 1999) 
more than offset the impact of the growth 
in the number of people employed and 
therefore paying premiums. 
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¢ Excise taxes and duties were up 
$0.8 billion, or 28.0 per cent, with all 
components registering strong increases. 
In part, these increases reflected timing 
of receipts and payment of refunds 
and rebates. 


¢ Non-tax revenues were also up strongly. 
However, year-over-year comparisons 
are misleading as accounting changes 
now require the monthly recording of 
receivables, whereas in 1999-2000, such 
adjustments were made only at year end. 


Within program spending, on a 
year-over-year basis: 


e Major transfers to persons were up 
3.2 per cent, attributable to higher elderly 
benefit payments, as EI benefit payments 
were virtually unchanged. 


e Major transfers to other levels of 
government were up 6.0 per cent, reflecting 
higher cash transfers under the Canada 
Health and Social Transfer (CHST) and 
Equalization programs. 


e Direct program spending was up 
5.4 per cent, primarily reflecting increases 
in departmental operating and capital 
expenditures. In contrast, subsidies and 
other transfers, and payments to Crown 
corporations, were lower. 


The decline in public debt charges on a 
year-over-year basis primarily reflected 
timing adjustments, which impacted 
negatively on the November 1999 results. 
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Table | 
Summary statement of transactions 


November April to November 


Nas) 2000 1999-00 2000-01 


Budgetary transactions 
Revenues 
Program spending 


Operating surplus 

Public debt charges 

Budgetary balance (deficit/surplus) 
Non-budgetary transactions 


Financial requirements/source 
(excluding foreign exchange transactions) 


Foreign exchange transactions 
Net financial balance 
Net change in borrowings 


Net change in cash balances 


($ millions) 


12,327 13,705 103,541 114,117 
-8,927 -9,358 -68,131 -72,47] 
3,400 4,347 35,410 41,646 
-3,683 -3,436 -27,486 21,59 

-283 oi 7,924 14,107 
DoLk Oud. -837 -4,149 
2,038 1,888 7,087 9,958 
-3,320 -1,801 -4,183 -47] 
-1,282 87 2,904 9,487 
6,362 4,906 -555 -9,746 
5,080 4,993 2,349 -259 


Note: Positive numbers indicate a net source of funds. Negative numbers indicate a net requirement for funds. 


Year-to-date: budgetary surplus 
of $14.1 billion 


Over the first eight months of fiscal year 
2000-01, the budgetary surplus was estimated 
at $14.1 billion, up $6.2 billion from the 
surplus of $7.9 billion reported in the same 
period of 1999-2000. 


These results are in line with the average 
private sector forecast of the fiscal surplus for 
2000-01, as set out in the October 18, 2000, 
Economic Statement and Budget Update. 


Budgetary revenues were up $10.6 billion, 
or 10.2 per cent, on a year-over-year basis. 
Among the major revenue components: 


* Personal income tax collections were up 
$3.6 billion, or 7.1 per cent, primarily 
reflecting higher receipts from monthly 
deductions from employment income, due 
to increases in the number of people 
employed. In addition, higher taxes paid 


on filing and lower refunds, pertaining to 
the 1999 taxation year, also contributed to 
the year-over-year increase. Dampening the 
impact of these factors were the tax relief 
measures announced in the February 2000 
budget and higher transfers to the Canada 
Pension Plan and EI accounts, reflecting 
underpayments with respect to the 1999 
taxation year. Over the balance of the fiscal 
year, growth in this component will be 
further restrained as the full impact of tax 
reductions announced in the February 2000 
budget and October 2000 Economic 
Statement and Budget Update is realized. 
These include the reduction in the tax rates, 
the elimination of the 5-per-cent surtax, 
increases in the thresholds, increases in 

the Canada Child Tax Benefit and the 
restoration of full indexation of the 
personal income tax system. 
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Table 2 
Budgetary revenues 


November April to November 
1999 2000 Change 1999-00 2000-01 Change 
($ millions) (%) ($ millions) (%) 
Income taxes 
Personal income tax 6,070 6,150 ie) 513562 54,990 fel 
Corporate income tax 1,692 1,879 et 11,529 15,080 30.8 
Other income tax revenue 189 244 29.1 1,882 2,064 9.7 
Total income tax 7,951 Se 4.0 64,773 12134 LA 
Employment insurance 
premium revenues 1,098 1,073 -2.3 [23352 12,622 2.4 
Excise taxes and duties 
Goods and services tax DAO? 2,619 24.6 Pe 07 17,340 10.4 
Customs import duties 154 303 96.8 1533 1,872 DON 
Sales and excise taxes 608 744 224 5,518 5,691 Sl 
Total excise taxes and duties 2,864 3,666 28.0 22,158 24,903 9.4 
Total tax revenues 11,913 13,012 92 99,863 109,659 9.8 
Non-tax revenues 414 693 67.4 3,678 4,458 21.2 
Total budgetary revenues 12327 13,705 112 103,541 114,117 102 


¢ Corporate income tax revenues were up 
$3.6 billion, or 30.8 per cent. Although 
part of this increase reflects the continued 
strength in corporate profits, up 
17.5 per cent in the first three quarters of 
2000 over the same period in 1999, the 
increase in revenues is also affected by 
tax instalment procedures. Corporations are 
required to remit monthly instalments based 
on either their previous year’s actual tax 
liability or their current year’s projected tax 
liability, with final settlement payments 
made 30 days following the end of their 
taxation year. Although corporate profits 
rebounded strongly in 1999, monthly tax 
instalments for most of 1999 were based on 
the tax liability for 1998 — a year in which 
corporate profits declined — thereby 
depressing instalment payments in 1999. 
Since current monthly instalments are being 
compared to the understated instalments 
of 1999, the year-over-year changes are 


likely not an appropriate indicator of the 
results for the year as a whole. 


EI premium revenues were up $0.3 billion, 
or 2.4 per cent, as the decline in premium 
rates for 2000 was more than offset by the 
impact of prior-year adjustments and the 
growth in the number of people employed 
and therefore paying premiums. 


Excise taxes and duties increased by 

$2.1 billion, or 9.4 per cent. Goods and 
services tax revenues were up $1.6 billion, 
or 10.4 per cent, somewhat above the 
growth in consumer demand, reflecting the 
timing of receipts and the payment of 
refunds and rebates. Customs import duties 
were up strongly, while sales and excise 
taxes were up marginally. 


Non-tax revenues were up $0.8 billion, 
or 21.2 per cent, primarily reflecting the 
change in accounting procedures for 
receivables. 
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Table 3 
Budgetary expenditures 
November April to November 
1999 2000 Change 1999-00 2000-01 Change 
($ millions) (%) ($ millions) (%) 
Transfer payments to: 
Persons 
Elderly benefits 1,958 2,051 47 15,471 16,040 Ja 
Employment insurance benefits Or 910 -0.1 6,880 6,716 -2.4 
Total 2,869 2,961 a 22D ZITO 1.8 
Other levels of government 
Canada Health and Social Transfer 1,042 IPAs 8.0 8,333 9,000 8.0 
Fiscal transfers 976 1,020 4.5 7,056 7,827 10.9 
Alternative Payments for 
Standing Programs -188 -206 9.6 -1,501 -1,644 9.5 
Total 1,830 939 6.0 13,888 Loris 03 
Direct program spending 
Subsidies and other transfers 
Agriculture 119 Dp -80.7 434 286 -34.] 
Foreign Affairs 118 125 Sy) 939 904 -3.7 
Health 64 107 67.2 651 729 [33 
Human Resources Development 120 28 -76.7 986 607 -38.4 
Indian and Northern Development 269 316 ices DRE 2,962 6.4 
Industry and Regional Development 108 90 -16.7 844 821 -2.7 
Veterans Affairs 116 1 0.9 921 958 4.0 
Other 184 287 56.0 1,330 22310 78.6 
Total 1,098 1,093 -0.5 8,888 0,655 8.6 
Payments to Crown corporations 
Canadian Broadcasting Corporation 80 60 -25.0 565 675 Ws 
Canada Mortgage and 
Housing Corporation 150 150 0.0 1,195 1220 2.1 
Other 105 © -28.6 701 949 35.4 
Total 335 285 -14.9 2,461 2,844 15.6 
Operating and capital expenditures 
Defence 1,030 O72 4.1 6,624 6,835 fe 
All other departmental expenditures 763 2,008 13.8 13,919 15,200 9.2 
Total 2,195 3,080 10.2 20,543 22035 Wee 
Total direct program spending 4,228 4,458 5.4 31,892 34,532 8.3 
Total program expenditures 8,927 9,358 4.8 68,131 72,471 6.4 
Public debt charges 3,683 3,436 -6.7 27,486 PA Peter) 0.2 
Total budgetary expenditures 12,610 12,794 | 95,617 100,010 4.6 


Memorandum item: 
Total transfers 5,797 5,993 3.4 a5. 197, 47,592 NS) 
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Program spending increased by $4.3 billion, 
or 6.4 per cent, in the April to November 2000 
period, compared to the same period in 1999, 
This increase was spread among all major 
components. 


e Major transfers to persons were up 
1.8 per cent, as higher elderly benefits 
more than offset the decline in EI benefit 
payments. The higher elderly benefits 
reflect an increase in the number of 
individuals eligible for benefits and higher 
average benefits, which are indexed to 
inflation. The decline in EI benefit 
payments reflects fewer beneficiaries due 
to the decline in the number of people 
unemployed, dampened by the impact of 
higher average benefit rates and higher 
transfers to provinces under the labour 
market agreements. 


e Major transfers to other levels of 
government were up 9.3 per cent, reflecting 
higher cash transfers under the CHST and 
Equalization programs. The increase in 
CHST cash transfers reflected the 1999 
budget measure to increase base funding 
from $12.5 billion in 1999-2000 to 
$13.5 billion in 2000-01. The increase 
in Equalization entitlements was 
attributable to the continued stronger 
economic growth in Ontario than in the 
Equalization-receiving provinces. 


¢ Direct program spending, consisting of total 
program spending less the major transfers 
to persons and other levels of government, 
increased by 8.3 per cent. This component 
includes subsidy and other transfer 
payments, payments to Crown corporations, 
and the operating and capital costs of 
government, including defence. 
Developments in this component are 
affected by the timing of payments, 


the lifting of the wage freeze and the effect 
of new initiatives, including the $1-billion 
payment in trust to the provinces and 
territories for new medical equipment, to 
support the agreements reached by the 
First Ministers on health renewal and 

early childhood development. 


Public debt charges were up marginally, 
reflecting timing factors. 


Financial source of $10.0 billion 
(excluding foreign exchange transactions) 
for April to November 2000 


The budgetary balance is presented on a 
modified accrual basis of accounting, 
recording government liabilities when they are 
incurred, regardless of when the cash payment 
is made. In addition, the budgetary balance 
includes only those activities over which the 
Government has legislative control. 


In contrast, financial requirements/source 
measures the difference between cash coming 
in to the Government and cash going out. 
Financial requirements/source differs from 
the budgetary balance as the former includes 
transactions in loans, investments and 
advances, federal employees’ pension 
accounts, other specified purpose accounts, 
and changes in other financial assets and 
liabilities. These activities are included as 
part of non-budgetary transactions. The 
conversion from accrual to cash is also 
reflected in non-budgetary transactions. 


Non-budgetary transactions resulted in a 
net requirement of $4.1 billion in the first 
eight months of 2000-01, compared to a 
requirement of $0.8 billion in the same 
period in 1999-2000. This was attributable, 
in part, to pay equity settlement payments 
and changes to the financing of the Canada 
Student Loans Program. 
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Table 4 


The budgetary balance and financial requirements/source 


November April to November 
ee) 2000 1999-00 2000-01 
($ millions) 
Budgetary balance (deficit/surplus) -283 91] 7,924 14,107 
Loans, investments and advances 
Crown corporations 4] 52 230 308 
Other 13 -9] -61 -869 
Total 54 -39 169 -561 
Specified purpose accounts 
Canada Pension Plan Account 463 -360 695 -28 
Superannuation accounts a5 84 Silva 1,709 
Other 2 16 -125 -4(0) 
Total 860 -260 3,741 1,641 
Other transactions 1,407 1,276 -4,747 =5,229 
Total non-budgetary transactions 2,321 977 -837 -4.149 
Financial requirements/source 
(excluding foreign exchange transactions) 2,038 1,888 7,087 9,958 
Foreign exchange transactions -3,320 -1,801 -4,183 -47] 
Net financial balance -1,282 87 2,904 9,487 
Table 5 
Net financial balance and net borrowings 
November April to November 
- 1909 2000 1999-00 2000-01 
($ millions) 
Net financial balance -1,282 87 2,904 9,487 
Net increase (+)/decrease (-) in borrowings 
Payable in Canadian dollars 
Marketable bonds 4,900 5,500 6,867 15,449 
Canada Savings Bonds -33 -243 -720 =e 
Treasury bills -400 -400 -4.050 -20,750 
Other -543 -153 -242 38 
Total 3,924 4,704 855 -6,487 
Payable in foreign currencies 
Marketable bonds 2,942 0 Dis sooe! -2,202 
Notes and loans 
Canada bills -504 202 -4,681 -1,021 
Canada notes -256 -36 
Total 2,438 202 -2,410 -3,259 
Net change in borrowings 6,362 4,906 -555 -9,746 
Change in cash balance 5,080 4,993 2,349 -259 
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Table 6 
Condensed statement of assets and liabilities 
March 31, 2000 November 30, 2000 Change 
($ millions) | 
Liabilities 
Accounts payable, accruals and allowances 40,748 335,516 -5,232 


Interest-bearing debt 
Pension and other accounts 


Public sector pensions 128,346 130,055 1,709 
Canada Pension Plan (net of securities) 6217 6,189 -28 
Other pension and other accounts 6,963 6,923 -4() 
Total pension and other accounts 141,526 143,167 1,641 


Unmatured debt 
Payable in Canadian dollars 


Marketable bonds 293,927 309,376 15,449 

Treasury bills 99,850 79,100 -20,750 

Canada Savings Bonds 26,489 294209 -1,224 

Non-marketable bonds and bills 3,502 3,591 39 

Subtotal 423,818 ANT 332 -6,486 

Payable in foreign currencies 32,588 29901 =3,20 1 

Total unmatured debt 456,406 446,663 -9,743 

Total interest-bearing debt 997,932 589,830 -8,102 

Total liabilities 638,680 625,346 -13,334 

Assets 

Cash and accounts receivable 18,864 18,605 -259 

Foreign exchange accounts 41,494 41,965 471 
Loans, investments and advances 

(net of allowances) 13,796 14,357 561 


Total assets 74,154 74,927 TIS 
Accumulated deficit (net public debt) 564,526 550,419 -14,107 


The Fiscal Monitor 


TT 


As aresult, with a budgetary surplus of 
$14.1 billion and a net requirement of 
$4.1 billion from non-budgetary transactions, 


there was a financial source (excluding foreign 


exchange transactions) of $10.0 billion in the 
April to November 2000 period, compared to 
a financial source of $7.1 billion in the same 
period in 1999. 


Net financial source of $9.5 billion 
for April to November 2000 


Foreign exchange transactions represent all 
transactions in international reserves held in 
the Exchange Fund Account. The purpose of 
the Exchange Fund Account is to promote 
order and stability in the foreign exchange 
market. The buying of Canadian dollars 
represents a source of funds from exchange 
fund transactions, while the selling of 
Canadian dollars represents a requirement. 
Changes in foreign currency liabilities, 
which are undertaken to change the level of 
Canada’s foreign exchange reserves, also 
impact on foreign exchange transactions. 
Taking all of these factors into account, there 
was a net requirement of $0.5 billion in the 
first eight months of 2000-01, compared to a 
net requirement of $4.2 billion in the same 
period in 1999-2000. 


With a budgetary surplus of $14.1 billion, 

a net requirement of $4.1 billion from 
non-budgetary transactions and a net 
requirement of funds of $0.5 billion from 
foreign exchange transactions, there was a 
net financial source of $9.5 billion in the 
April to November 2000 period, compared to 
a net source of $2.9 billion in the same 
period in 1999. 


Net borrowings down $9.7 billion 
for April to November 2000 


In November 2000, the Government’s holding 
of market debt increased by $4.9 billion, 

with the result that, for the first eight months 
of 2000-01, there was a net retirement of 

$9.7 billion of market debt. This was financed 
largely by the net financial source $9.5 billion, 
as cash balances were only marginally lower. 
The level of cash balances varies from month 
to month based on a number of factors 
including periodic large debt maturities, 
which can be quite volatile on a monthly 
basis. At the end of November 2000, cash 
balances were $12.7 billion. 
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December 2000: budgetary results 


The budgetary surplus of $3.4 billion in December : 
2000 was $0.4 billion higher than the surplus 

reported in December 1999. However, most of the 
year-over-year improvement in the monthly 

budgetary balance was attributable to lower 

program spending, down $0.4 billion, reflecting 
Y2K-related contingency planning in 

December 1999. 
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December 2000: budgetary surplus of $3.4 billion 


There was a budgetary surplus of $3.4 billion in December 2000. A large surplus was expected in 
December given the monthly pattern of revenues. More specifically, the December results included final 
corporate income tax settlement payments from those corporations whose taxation year ends on 
October 31, as well as quarterly personal income tax instalment payments. 


April to December 2000: budgetary surplus of $17.5 billion 


Over the first nine months of fiscal year 2000-01, the budgetary surplus was estimated at $17.5 billion, 
up $6.5 billion from the surplus of $11.0 billion reported in the same period of 1999-2000. 


These results continue to be in line with the average private sector forecast of the fiscal surplus for 
2000-01, as set out in the October 18, 2000, Economic Statement and Budget Update. Over the balance 
of the fiscal year, the budgetary surplus is expected to decline as the impact of various policy actions - 
come into effect. These include the reduction in personal income tax rates; the elimination of the 
5-per-cent surtax; increases in the thresholds; increases in the Canada Child Tax Benefit; the impact of 
the restoration of full indexation of the personal income tax system; the Relief for Heating Expenses; 

and funding for health information and communications technology and the Canada Foundation 

for Innovation. The net impact of these initiatives is estimated at $5 billion. In addition, corporate income 
tax revenues over the balance of the year are expected to be lower, reflecting timing considerations. In the 
Economic Statement and Budget Update, a surplus for the year as a whole of $11.9 billion was estimated, 
of which a minimum of $10 billion was committed to reducing debt. 


people employed, as well as timing factors 
related to the receipt of payments. 


Corporate income tax revenues were down 
$0.2 billion, or 6.8 per cent. December results 
incorporate final settlement payments for 
corporations whose taxation year ends in 
October, primarily financial institutions. 
Although profits were up sharply in this sector, 
final settlement payments were largely 
unchanged, as large payments were made in 


On a year-over-year basis, budgetary revenues 
were up marginally, as an increase in personal 
income tax revenues offset declines in the other 
major components. 


¢ Personal income tax revenues were up 
$0.6 billion, or 7.6 per cent. This increase 
reflected continued strong growth in receipts 
from monthly deductions from employment 
income, due to the increase in the number of 


Department of Finance 
Canada 
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December 1999 reflecting low instalment 
payments during the course of 1999. 


Employment insurance (EJ) premium revenues 
declined slightly, as the reduction in premium 
rates (the employee rate for 2000 is $2.40 per 
$100 of insurable earnings compared to $2.55 
in 1999) more than offset the impact of the 
growth in the number of people employed and 
therefore paying premiums. 


Canada 
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Table | 
Summary statement of transactions 


December April to December 
1999 2000 1999-00 2000-01 
($ millions) 
Budgetary transactions 
Revenues 16,341 16,446 119,884 130,563 
Program spending -9,944 -9,538 -78,076 -82,008 
Operating surplus 6,397 6,908 41,808 48,555 
Public debt charges -3,339 -3,486 -30,825 -31,024 
Budgetary balance (deficit/surplus) 3,058 3,422 10,983 17 ou 
Non-budgetary transactions -4,596 -5,676 -5,366 -9,831 
Financial requirements/source 
(excluding foreign exchange transactions) -1,538 -2,254 5017 7,700 
Foreign exchange transactions 3,875 599 -308 129 
Net financial balance 2537), =t655 5,309 7,829 
Net change in borrowings -49 -6,870 -603 -16,616 
Net change in cash balances 2,288 -8,525 4,706 -8,787 


Note: Positive numbers indicate a net source of funds. Negative numbers indicate a net requirement for funds. 


* Excise taxes and duties were down $0.2 billion, 
or 8.6 per cent, with all components registering 
declines. Given the abnormally strong year- 
over-year increase in November 2000, these 
declines reflected, in part, the timing of receipts 
and the payment of refunds and rebates. 


¢ Non-tax revenues were also down. However, 
year-over-year comparisons are misleading as 
accounting changes now require the monthly 
recording of receivables, whereas in 1999-2000, 
such adjustments were only made at year end. 
Within program spending, on a year-over-year 
basis: 


¢ Major transfers to persons were down 
4.3 per cent due to lower elderly and EI benefit 
payments. This reflected the advancement of 
some payments in December 1999 related 
OY 

¢ Major transfers to other levels of government 
were up 15.5 per cent, reflecting higher cash 
transfers under the Canada Health and Social 
Transfer (CHST) and Equalization programs. 


* Direct program spending was down 
11.0 per cent, primarily reflecting the timing 
of payments. December 1999 figures included 
incremental spending to address the Y2K 
computer problem as well as some advancement 
of payments as part of contingency planning. 


The increase in public debt charges, on a year-over 
year basis, was attributable to an increase in the 
average effective interest rate on the stock of 
interest-bearing debt. 


April to December 2000: budgetary results 


Over the first nine months of fiscal year 2000-01, 
the budgetary surplus was estimated at 

$17.5 billion, up $6.5 billion from the surplus 

of $11.0 billion reported in the same period 

of 1999-2000. 


Budgetary revenues were up $10.7 billion, or 
8.9 per cent, on a year-over-year basis. Among the 
major revenue components: 
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Table 2 
Budgetary revenues 


December April to December 
1999 2000 Change 1999-00 2000-01 Change 
($ millions) (%) ($ millions) (%) 
Income taxes 
Personal income tax 8,502 9,149 76 59,865 64,139 al 
Corporate income tax 2,610 2,432 -6.8 14,140 17312 23.8 
Other income tax revenue 291 283 -2.7 DAT 3 2,348 8.1 
Total income tax 11,403 11,864 4.0 76,178 83,999 10.3 
Employment insurance 
premium revenues 980 964 -1.6 13,312 13,586 aah 
Excise taxes and duties 
Goods and services tax 1,945 e773 -8.8 17,653 19,115 8.3 
Customs import duties OS) 202 -11.8 1,763 2,074 17.6 
Sales and excise taxes 665 620 -6.8 6,183 6,309 2.0 
Total excise taxes and duties 2,839 2095 -8.6 25,599 27,498 14 
Total tax revenues aye 22 15,423 [ee 115,089 125,083 Sey 
Non-tax revenues 1,119 1,023 -8.6 4,795 5,480 14.3 
Total budgetary revenues 16,341 16,446 0.6 119,884 130,563 8.9 


¢ Personal income tax collections were up 


$4.3 billion, or 7.1 per cent, primarily reflecting 


higher receipts from monthly deductions from 
employment income, due to the increase in the 


number of people employed. In addition, higher 


taxes paid on filing and lower refunds, 
pertaining to the 1999 taxation year, also 
contributed to the year-over-year increase. 
Dampening the impact of these factors are the 
effect of the tax relief measures announced in 
the February 2000 budget and higher transfers 
to the Canada Pension Plan and EI accounts, 
reflecting underpayments with respect to the 
1999 taxation year. Over the balance of the 
fiscal year, growth in this component will be 
further restrained as the full impact of tax 
reductions announced in the February 2000 
budget and October 2000 Economic Statement 
and Budget Update is realized. 


* Corporate income tax revenues were up 
$3.4 billion, or 23.8 per cent. Although part of 
this increase reflects the continued strength in 
corporate profits, up 17.5 per cent in the first 
three quarters of 2000 over the same period in 
1999, the increase in revenues is also affected 


by tax instalment procedures, as witnessed with 
the December results. Corporations are required 
to remit monthly instalments based on either 
their previous year’s actual tax liability or their 
current year’s projected tax liability, with final 
settlement payments made 30 days following 
the end of their taxation year. Although 
corporate profits rebounded strongly in 1999, 
monthly tax instalments for most of 1999 were 
based on the tax liability for 1998 — a year in 
which corporate profits declined — thereby 
depressing instalment payments in 1999. Since 
current monthly instalments are being compared 
to last year’s understated instalments, the year- 
over-year changes are likely not an appropriate 
indicator of the results for the year as a whole. 
Most non-financial sector corporations remit 
their settkement payments in February. 


EI premium revenues were up $0.3 billion, or 
2.1 per cent, as the decline in premium rates for 
2000 was more than offset by the impact of 
prior-year adjustments and the growth in the 
number of people employed and therefore 
paying premiums. 
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Table 3 
Budgetary expenditures 


December April to December 
1999. 2000 Change 1999-00 2000-01 Change 
($ millions) (%) ($ millions) (%) 
Transfer payments to: 
Persons 
Elderly benefits 2.012 2,038 -1.6 17,543 18,079 Syl! 
Employment insurance benefits 1,000 902 -9.8 7,880 7,618 -3.3 
Total 3.072 2,940 -4.3 25,423 25,697 ia! 
Other levels of government 
Canada Health and Social Transfer 1,042 12D 8.0 ON Sw es LOIS 8.0 
Fiscal transfers 976 1,194 223 8,032 9,021 123 
Alternative Payments for 
Standing Programs -188 -206 26 -1,688 -1,850 9.6 
Total 1,830 DANAUS 53) ena 17,296 10.0 
Direct program spending 
Subsidies and other transfers 
Agriculture w5) OF Da Be) 383 -27.6 
Foreign Affairs ils; 122 8.0 L052 1,024 -2.7 
Health 167 80 -52.1 818 819 0.1 
Human Resources Development 165 208 Doel HS 815 -29.2 
Indian and Northern Development 326 306 -6.1 3,109 3,20) Sal 
Industry and Regional Development 214 io? -10.3 1,058 1,013 -4.3 
Veterans Affairs ey, 119 el 1,038 1,078 3.9 
Other 193 198 2.6 |eoya74 2eonG 69.3 
Total 1,390 1322 -4.9 10.277 10/975 6.8 
Payments to Crown corporations 
Canadian Broadcasting Corporation 146 103 -29.5 710 778 9.6 
Canada Mortgage and 
Housing Corporation 150 150 0.0 1,345 1,370 LO 
Other 103 190 84.5 804 Ls 7 41.4 
Total 399 443 11.0 2,859 3,285 14.9 
Operating and capital expenditures 
Defence 1,278 814 -36.3 7,902 7,648 -3.2 
All other departmental expenditures 1,975 1,906 -3.5 15,896 WalOy TO 
Total 3253 2120 -16.4 23,798 24,755 4.0 
Total direct program spending 5,042 4,485 -11.0 36,934 69 Ole 5.6 
Total program expenditures 9,944 9,538 -4.] 78,076 82,008 PAU 
Public debt charges eheee! 3,486 4.4 30,825 31,024 0.6 
Total budgetary expenditures 13,283 13,024 -1.9 108,901 1135032 3.8 
Memorandum item: 
Total transfers 6,292 6,375 1.3 51,419 53,968 5.0 
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¢ Excise taxes and duties increased by 
$1.9 billion, or 7.4 per cent. Goods and services 
tax (GST) revenues were up $1.5 billion, or 
. 8.3 per cent, which is in line with the growth in 
consumer demand. Customs import duties were 
up strongly while sales and excise taxes were 
up marginally. 
¢ Non-tax revenues were up $0.7 billion, or 
14.3 per cent, primarily reflecting the change 
in accounting procedures for receivables. 


Program spending increased by $3.9 billion, or 
5.0 per cent, in the April to December 2000 
period, compared to the same period in 1999. This 
increase was spread among all major components. 


* Major transfers to persons were up 1.1 per cent, 
as higher elderly benefits more than offset the 
decline in EI benefit payments. The higher 
elderly benefits reflect an increase in the 
number of individuals eligible for benefits and 
higher average benefits, which are indexed to 
inflation. The decline in EI benefit payments 
reflects fewer beneficiaries due to the decline 
in the number of unemployed, dampened by 
the impact of higher average benefit rates 
and higher transfers to provinces under the 
Labour Market Agreements. 


¢ Major transfers to other levels of government 
were up 10.0 per cent, reflecting higher cash 
transfers under the CHST and Equalization 
programs. The increase in CHST cash transfers 
reflects the 1999 budget measure to increase 
base funding from $12.5 billion in 1999-2000 
to $13.5 billion in 2000-01. The increase in 
Equalization entitlements is attributable to the 
continued stronger economic growth in Ontario 
than in the Equalization-receiving provinces. 


¢ Direct program spending, consisting of total 
program spending less the major transfers to 
persons and other levels of government, 
increased by 5.6 per cent. This component 
includes subsidy and other transfer payments, 
payments to Crown corporations, and the 
operating and capital costs of government, 
including defence. Developments in this 
component are affected by the timing of 
payments, the lifting of the wage freeze and the 
effect of new initiatives, including the $1-billion 
payment in trust to the provinces and territories 
for new medical equipment, to support the 
agreements reached by the first ministers 


on health renewal and early childhood 
development. The impact of these factors was 
dampened by one-time expenditures related to 
Y2K in December 1999 and some advancement 
of payments as part of contingency planning. 


Public debt charges were up marginally, as an 
increase in the average effective interest rate on 
interest-bearing debt more than offset a decline 
in the stock of that debt. 


Financial source of $7.7 billion 
(excluding foreign exchange transactions) 
for April to December 2000 


The budgetary balance is presented on a modified 
accrual basis of accounting, recording government 
liabilities when they are incurred, regardless of 
when the cash payment is made. In addition, the 
budgetary balance includes only those activities 
over which the Government has legislative control. 


In contrast, financial requirements/source 
measures the difference between cash coming in to 
the Government and cash going out. Financial 
requirements/source differs from the budgetary 
balance as the former includes transactions in 
loans, investments and advances, federal 
employees’ pension accounts, other specified 
purpose accounts, and changes in other financial 
assets and liabilities. These activities are included 
as part of non-budgetary transactions. The 
conversion from accrual to cash is also reflected 
in non-budgetary transactions. 


Non-budgetary transactions resulted in a net 
requirement of $9.8 billion in first nine months 

of 2000-01, compared to a requirement of 

$5.4 billion in the same period in 1999-2000. This 
was attributable, in part, to payments related to the 
pay equity settlement, changes to the financing of 
the Canada Student Loans Program, and the 
investing of current contributions to the federal 
employees’ pension plans in the private market. 


As a result, with a budgetary surplus of 

$17.5 billion and a net requirement of $9.8 billion 
from non-budgetary transactions, there was a 
financial source (excluding foreign exchange 
transactions) of $7.7 billion in the April to 
December 2000 period, compared to a financial 
source of $5.6 billion in the same period in 1999. 
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Table 4 


The budgetary balance and financial requirements/source 


December April to December 
1999 2000 1999-00 2000-01 
($ millions) 
Budgetary balance (deficit/surplus) 3,058 3,422 10,983 L75SoM 
Loans, investments and advances 
Crown corporations 77 40 308 348 
Other -43 28 -106 -843 
Total 34 68 202 -495 
Specified purpose accounts 
Canada Pension Plan Account -684 -497 eth -524 
Superannuation accounts ol -152 3,704 1,554 
Other 19 -8 -106 -48 
Total -146 -657 3,609 982 
Other transactions -4,484 -5,087 -9,177 -10,318 
Total non-budgetary transactions -4,596 -5,676 -5,366 -9,831 
Financial requirements/source 
(excluding foreign exchange transactions) -1,538 -2,254 SOL 7,700 
Foreign exchange transactions CoS) See -308 129 
Net financial balance 2337 -1,655 5,309 7,829 
Table 5 
Net financial balance and net borrowings 
December April to December 
1999, 2000 1999-00 2000-01 
($ millions) 
Net financial balance 22337 -1,655 5,309 7,829 
Net increase (+)/decrease (-) in borrowings 
Payable in Canadian dollars 
Marketable bonds 82 -7,130 6,949 8,319 
Canada Savings Bonds 40 20 -680 -1,204 
Treasury bills 550 -400 -3,500 -21,150 
Other -93 -133 -334 -95 
Total 70 -7,643 2,435 -14,130 
Payable in foreign currencies 
Marketable bonds 0 0 DI) -2,202 
Notes and loans 
Canada bills -628 TB -5,309 -248 
Canada notes -256 -36 
Total -628 713 -3,038 -2,486 
Net change in borrowings -49 -6,870 -603 -16,616 
Change in cash balance 22388 S960) 4,706 -8,787 
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Table 6 
Condensed statement of assets and liabilities 
March 31, 2000 December 31, 2000 "Change 
($ millions) 
Liabilities 
Accounts payable, accruals and allowances 40,748 30,780 -9,968 


Interest-bearing debt 
Pension and other accounts 


Public sector pensions 128,346 129,900 1,554 
Canada Pension Plan (net of securities) 6,217 5,693 -524 
Other pension and other accounts 6,963 6,915 -48 
Total pension and other accounts 141,526 142,508 982 


Unmatured debt 
Payable in Canadian dollars 


Marketable bonds 293927, 302,246 8,319 
Treasury bills 99,850 78,700 -21,150 
Canada Savings Bonds 26,489 25,285 -1,204 
Non-marketable bonds and bills 3.2 3,457 -95 
Subtotal 423,818 409,688 -14,130 
Payable in foreign currencies 325588 30,104 -2,484 
Total unmatured debt 456,406 439,792 -16,614 
Total interest-bearing debt SEY 582,300 -15,632 
Total liabilities 638,680 613,080 -25,600 
Assets 
Cash and accounts receivable 18,864 10,429 -8,435 
Foreign exchange accounts 41,494 41,365 -129 
Loans, investments and advances 
(net of allowances) 13,796 14,291 495 
Total assets 74,154 66,085 -8,069 
Accumulated deficit (net public debt) 564,526 546,995 -17,531 
Net financial source of $7.8 billion impact on foreign exchange transactions. Taking 
for April to December 2000 all of these factors into account, there was a net 
source of $0.1 billion in the first nine months of 
Foreign exchange transactions represent all 2000-01, compared to a net requirement of 
transactions in international reserves held in the $0.3 billion in the same period in 1999-2000. 
Exchange Fund Account. The purpose of the j _ 
Exchange Fund Account is to promote order and With a budgetary surplus of $17.5 billion, a net 
stability in the foreign exchange market. The requirement of $9.8 billion from non-budgetary 
buying of Canadian dollars represents a source of transactions and AME SOULCS of funds of 
funds from exchange fund transactions, while $0.1 billion from foreign exchange transactions, 
the selling of Canadian dollars represents a there was a net financial source of $7.8 billion 
requirement. Changes in foreign currency in the April to December 2000 period, compared 
liabilities, which are undertaken to change the to a net source of $5.3 billion in the same period 


level of Canada’s foreign exchange reserves, also in 1999. 
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Table 7 
Debt Servicing and Reduction Account (DSRA) 
1991-92 1992-93 1993-94 1994-95 1995-96 1996-97 1997-98 1998-99 1999-00 


(millions of dollars) 


Gross GST collected 29,564) 630,510) 502,002 36,715 38,048 40,733 46,986 50,174 56,383 
Less: 
Refunds and rebates 12,134 1314554 94.271 Pet? 18,874 19,782 24,633 26,640 30,746 
Quarterly low-income 
credit 2,202 2,503 2,685 2,816 299 2,872 23092 2,850 2,847 
Net GST 15,168 14,868 15,696 16,787 16,375 18,079 19,461 20,684 22,790 


GST penalties and 
interest received 19 TA 90 129 35 159 7 123 104 


Gains from wind-up of interest 
in Crown corporations/ 


B25 


0.5 0.3 0.3 Oo 12 0.3 


disposal of shares 2 110 
Gifts to the Crown 0.4 0.1 
Proceeds to DSRA 15,190 15,050 15,786 


16,916 16,835 18,238 19,588 20,808 22,894 


Source: Public Accounts of Canada. 


Net borrowings down $16.6 billion 
for April to December 2000 


In December 2000 the Government’s holding of 
market debt decreased by $6.9 billion, with the 
result that, for the first nine months of 2000-01, 
there was a net retirement of $16.6 billion of 
market debt. This was financed with the net 
financial source of $7.8 billion and a reduction in 
cash balances of $8.8 billion. The level of cash 
balances varies from month to month based on a 
number of factors including periodic large debt 
maturities, which can be quite volatile on a 
monthly basis. At the end of December 2000, 
cash balances were $4.2 billion. 


The Debt Servicing and Reduction Account 


In June 1991 legislation to establish the Debt 
Servicing and Reduction Account received 

Royal Assent. As a result, effective April 1, 1991, 
all GST revenues net of the applicable input tax 
credits, rebates and the low-income credit, along 
with the net proceeds from the sale of Crown 
corporations and gifts to the Crown identified for 
debt reduction, must, by law, go directly to the 
Debt Servicing and Reduction Account. The funds 
in this Account can only be used to pay the cost of 
servicing the public debt and ultimately to reduce 
the debt. The Account is audited on an annual 
basis by the Auditor General of Canada. 


For additional copies or subscription inquiries, please contact the Distribution Centre at (613) 995-2855. 
For other inquiries about this publication, contact Peter Devries at (613) 996-7397. 


Also available on the Internet (including advance tentative release dates) at http://www.fin.gc.ca/ &) 
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Highlights 


January 2001: budgetary deficit of $1.1 billion 


There was a budgetary deficit of $1.149 billion in January 2001, compared to a surplus of $811 million 
in January 2000. Of this $2.0 billion year-over-year deterioration in the fiscal balance, $1.4 billion was 
attributable to the Relief for Heating Expenses. 


April 2000 to January 2001: budgetary surplus of $16.4 billion 


Over the first 10 months of fiscal year 2000-01, the budgetary surplus was estimated at $16.4 billion, 
up $4.6 billion from the surplus of $11.8 billion reported in the same period of 1999-2000. 


These results continue to be in line with the average private sector forecast of the fiscal surplus for 
2000-01, as set out in the October 18, 2000, Economic Statement and Budget Update. Over the balance 
of the fiscal year, the cumulative budgetary surplus is expected to continue to decline, as the full 
impact of various policy actions is realized. These include the reduction in personal income tax rates: 
the elimination of the 5-per-cent surtax; increases in the thresholds; the restoration of full indexation 

of the personal income tax system; and funding for health information and communications technology 
and the Canada Foundation for Innovation. The net impact of these initiatives is estimated to be at least 
$3 billion. In addition, corporate income tax revenues over the balance of the year are expected to be 
lower, reflecting timing considerations. In the Economic Statement and Budget Update, a surplus for the 
year as a whole of $11.9 billion was estimated, of which a minimum of $10 billion was committed to 
reducing debt. 


January 2001: budgetary results * Corporate income tax revenues were up 
Tt feeter i 2.1 per cent, reflecting higher corporate profits 
The year-over-year deterioration in the budgetary in 2000. 


balance of $2.0 billion was largely attributable 
to higher program spending, up $2.4 billion. 
This increase was primarily due to the heating 
expense relief payment and timing factors 
reflecting Y2K-related contingency planning 
in December 1999, as noted in last month’s 
Fiscal Monitor. 


¢ Employment insurance (EI) premium revenues 
increased 6.8 per cent, primarily due to 
recoveries for underpayments in January 2000. 
Excluding these recoveries, EI premium 
revenues would have declined, reflecting the 
reduction in premium rates (the employee rate 
for 2001 is $2.25 per $100 of insurable earnings 


On a year-over-year basis, budgetary revenues compared to $2.40 in 2000). 
were up 2.6 per cent, or $0.4 billion. Among the ¢ Excise taxes and duties were up 10.4 per cent, 
mr components: reflecting strong growth in goods and services 


tax (GST) revenues and customs import duties, 


* Personal income tax revenues were down eens: Lae! : 
primarily attributable to the timing of receipts. 


0.6 per cent, primarily reflecting lower receipts 
from monthly deductions from employment ¢ Non-tax revenues were down 24.9 per cent, 
income, due to the impact of the tax relief reflecting the timing of receipts. 

measures announced in the October 2000 

Economic Statement and Budget Update. 
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Table | 
Summary statement of transactions 


January April to January 


2000 2001 1999-00 2000-01 


Budgetary transactions 
Revenues 
Program spending 


Operating surplus 

Public debt charges 

Budgetary balance (deficit/surplus) 
Non-budgetary transactions 


Financial requirements/source 
(excluding foreign exchange transactions) 


Foreign exchange transactions 
Net financial balance 

Net change in borrowings 

Net change in cash balances 


Cash balance at end of period — 


($ millions) 


13,648 14,000 {532533 144,563 
-9,288 -11,765 -87,365 -93 116 
4,360 2,209 46,168 50,787 
-3,549 -3,384 -34,375 -34,408 
811 -1,149 L193 16,379 
2,609 4,259 -2,753 -5,570 
3,420 SONG 9,040 10,809 
-6,099 -1,694 -6,407 -1,566 
-2,679 1,416 2,633 9,243 
-2,084 2,458 -2,688 -14,158 
-4,763 3,874 -55 -4,915 
D370 8,039 


Note: Positive numbers indicate a net source of funds. Negative numbers indicate a net requirement for funds. 


Within program spending, on a year-over-year 
basis: 


¢ Major transfers to persons were up $1.4 billion 
due to the heating expense relief payment. 
Higher elderly benefit payments were offset 
by lower EI benefit payments. 


e Major transfers to other levels of government 
were up 13.9 per cent, reflecting higher 
cash transfers under the Canada Health 
and Social Transfer (CHST) and equalization 
programs. 


¢ Direct program spending was up 19.2 per cent, 
reversing the year-over-year decline of 
11.0 per cent in December 2000. As noted in 
last month’s Fiscal Monitor, the December 1999 
and January 2000 results were affected by the 
timing of payments related to contingency 
planning with respect to the Y2K computer 
problem. 


The decline in public debt charges, on a 
year-over-year basis, was attributable to timing 
adjustments. 


April 2000 to January 2001: 
budgetary results 


Over the first 10 months of fiscal year 2000-01, 
the budgetary surplus was estimated at 

$16.4 billion, up $4.6 billion from the surplus 
of $11.8 billion reported in the same period 

of 1999-2000. 


Budgetary revenues were up $11.0 billion, or 
8.3 per cent, on a year-over-year basis. Among 
the major revenue components: 


¢ Personal income tax collections were up 
$4.2 billion, or 6.4 per cent, primarily reflecting 
higher receipts from monthly deductions from 
employment income, due to increases in the 
number of people employed. In addition, 
higher taxes paid on filing and lower refunds, 
pertaining to the 1999 taxation year, also 
contributed to the year-over-year increase. 
Dampening the impact of these factors is 
the effect of the tax relief measures announced 
in the February 2000 budget and the 
October 2000 Economic Statement and Budget 
Update and higher transfers to the Canada 
Pension Plan and EI accounts, reflecting 
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Table 2 
Budgetary revenues 


January April to January 
2000 2001 Change 1999-00 2000-01 Change 
($ millions) (%) ($ millions) (%) 
Income taxes 
Personal income tax 6,798 6,758 -0.6 66,663 70,897 6.4 
Corporate income tax 1,608 1,642 DRA 15,748 Lo 53 21.6 
Other income tax revenue 589 655 hie? 2162 3,002 8.7 
Total income tax 8.995 9,055 0.7 85,173 93,052 oy 
Employment insurance 
premium revenues 1347 1,439 6.8 14,659 LS5i024 25 
Excise taxes and duties 
Goods and services tax 2,088 2,340 eae 19,742 215455 8.7 
Customs import duties 108 219 102.8 1,871 2,293 22.6 
Sales and excise taxes 705 643 -8.8 6,888 6,954 {0 
Total excise taxes and duties 2,901 3 0X 10.4 28,501 30,702 Ue! 
Total tax revenues 1.243 13,696 3A 123333 138,778 8.1 
Non-tax revenues 405 304 -24.9 5,200 Ske) id 
Total budgetary revenues 13,648 14,000 2.6 [335335 144,563 8.3 


underpayments with respect to the 1999 taxation 
year. Over the balance of the fiscal year, 

growth in this component will be further 
restrained as the full impact of tax reductions 
announced in the February 2000 budget and 
October 2000 Economic Statement and 

Budget Update is realized. 


Corporate income tax revenues were up 

$3.4 billion, or 21.6 per cent, reflecting the 
increase of 23.4 per cent in corporate profits 
registered in 2000. However, the growth in 
revenues is expected to continue to decline over 
the balance of the year, given the composition 
of corporate profits and the monthly instalment 
procedures. 


EI premium revenues were up $0.4 billion, or 
2.5 per cent, as the decline in premium rates for 
2000 and 2001 was more than offset by the 
impact of prior-year adjustments and the growth 
in the number of people employed and therefore 
paying premiums. 


Excise taxes and duties increased by 
$2.2 billion, or 7.7 per cent. GST revenues were 
up $1.7 billion, or 8.7 per cent, in line with the 


growth in consumer demand. Customs import 
duties were up strongly, while sales and excise 
taxes were up marginally. 


¢ Non-tax revenues were up $0.6 billion, or 
Mes petcent. 


Program spending increased by $6.4 billion, or 

7.3 per cent, in the April 2000 to January 2001 
period, compared to the same period in 1999-2000. 
This increase was spread among all major 
components. 


e Major transfers to persons were up 5.9 per cent, 
attributable to the heating expense relief 
payment and higher elderly benefits. The 
higher elderly benefits reflect an increase in the 
number of individuals eligible for benefits and 
higher average benefits, which are indexed 
to inflation. EI benefit payments were lower, 
reflecting fewer beneficiaries due to the decline 
in the number of unemployed, dampened by the 
impact of higher average benefit rates and 
higher transfers to provinces under the Labour 
Market Agreements. 
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Table 3 
Budgetary expenditures 
January April to January 
2000 2001 Change 1999-00 2000-01 Change 
($ millions) (%) ($ millions) (%) 
Transfer payments to: 
Persons 
Elderly benefits 1,909 2,054 7.6 19,451] 201353 Bi) 
Employment insurance benefits 1,324 ior -12.6 9,204 8,775 -4.7 
Heating expense relief 1,434 1,434 
Total 55238 4,645 43.7 28,655 30,342 3 
Other levels of government 
Canada Health and Social Transfer 1,042 Lg Oe 8.0 10,417 112250 8.0 
Fiscal transfers 989 st 19.4 9,020 10,201 [3a 
Medical Equipment Fund 1,000 
Alternative Payments for 
Standing Programs -188 -206 9.6 -1,876 -2,055 9.5 
Total 1,843 2,100 13.9 17,561 20,396 16.1 
Direct program spending 
Subsidies and other transfers 
Agriculture 690 3) =91.7 1,220 440 -63.9 
Foreign Affairs 160 149 -6.9 [212 WP) -3.] 
Health 43 105 144.2 861 925 7.4 
Human Resources Development 96 366 281.3 Ay 1,181 -5.3 
Indian and Northern Development 161 206 28.0 er) 3,473 6.2 
Industry and Regional Development THI 87 13.0 1,136 1,100 -3.2 
Veterans Affairs 119 130 9.2 NSF 1,208 4.4 
Other 160 202 26.1 1,682 WIM, 5)! 
Total 1,506 i302 -13.6 1L785 11,281 -4.3 
Payments to Crown corporations 
Canadian Broadcasting Corporation 20 65 220) 730 843 >) 
Canada Mortgage and 
Housing Corporation 150 150 0.0 1,495 1,520 big 
Other 70 82 Nhe 875 W221 SPAS 
Total 240 297 23.8 3,100 3,584 [6 
Operating and capital expenditures 
Defence 740 1,004 S57 8,643 8,652 0.1 
All other departmental expenditures 1,726 2,417 40.0 M7621 19521 10.8 
Total 2,466 3,421 38:7 26,264 2o.103 fhe 
Total direct program spending 4,212 5,020 19.2 41,149 43,038 4.6 
Tetal program expenditures 9,288 iN os) 26.7 87,365 93,776 es 
Public debt charges 3,549 3,384 -4.6 34550) 34,408 0.1 
Total budgetary expenditures [DeSS7 15,149 18.0 121,740 128,184 5.3 


Memorandum item: 
Total transfers 6,582 8,047 223 58,001 62,019 6.9 


The Fiscal Monitor 


—_— = eee ees 


¢ Major transfers to other levels of government 
were up 16.1 per cent, reflecting higher cash 
transfers under the CHST and equalization 
programs, as well as the $1-billion payment 
in trust to the provinces and territories for new 
medical equipment, to support the agreements 
reached by the first ministers on health renewal 
and early childhood development. The 
increase in CHST cash transfers reflected the 
1999 budget measure to increase base funding 
from $12.5 billion in 1999-2000 to $13.5 billion 
in 2000-01. The increase in equalization 
entitlements was attributable to the continued 
stronger economic growth in Ontario than in 
the equalization-receiving provinces. 


¢ Direct program spending, consisting of total 
program spending less the major transfers 
to persons and other levels of government, 
increased by 4.6 per cent. This component 
includes subsidy and other transfer payments, 
payments to Crown corporations, and the 
operating and capital costs of government, 
including defence. Developments in this 
component are affected by the timing of 
payments, the impact of new initiatives 
announced in the 2000 budget, and the lifting 
of the wage freeze. 


Public debt charges were up marginally, as an 
increase in the average effective interest rate on 
interest-bearing debt more than offset a decline 
in the stock of that debt. 


Financial source of $10.8 billion 
(excluding foreign exchange transactions) 
for April 2000 to January 2001 


The budgetary balance is presented on a 
modified accrual basis of accounting, recording 
government liabilities when they are incurred, 
regardless of when the cash payment is made. 
In addition, the budgetary balance includes only 
those activities over which the Government has 
legislative control. 


In contrast, financial requirements/source 
measures the difference between cash coming 
in to the Government and cash going out. 
Financial requirements/source differs from the 
budgetary balance as the former includes 


transactions in loans, investments and advances, 
federal employees’ pension accounts, other 
specified purpose accounts, and changes in other 
financial assets and liabilities. These activities 

are included as part of non-budgetary transactions. 
The conversion from accrual to cash is also 
reflected in non-budgetary transactions. 


Non-budgetary transactions resulted in a net 
requirement of $5.6 billion in first 10 months 
of 2000-01, compared to a requirement of 

$2.8 billion in the same period in 1999-2000. 
This was attributable, in part, to the payments 
related to the pay equity settlement, changes 

to the financing of the Canada Student Loans 
Program, and the investing of current 
contributions to the federal employees’ pension 
plans in the private market. 


As a result, with a budgetary surplus of 

$16.4 billion and a net requirement of $5.6 billion 
from non-budgetary transactions, there was a 
financial source (excluding foreign exchange 
transactions) of $10.8 billion in the April 2000 

to January 2001 period, compared to a financial 
source of $9.0 billion in the same period in 
1999-2000. 


Net financial source of $9.2 billion 
for April 2000 to January 2001 


Foreign exchange transactions represent all 
transactions in international reserves held in 

the Exchange Fund Account. The purpose of the 
Exchange Fund Account is to promote order and 
stability in the foreign exchange market. The 
buying of Canadian dollars represents a source 
of funds from exchange fund transactions, 

while the selling of Canadian dollars represents 
a requirement. Changes in foreign currency 
liabilities, which are undertaken to change the 
level of Canada’s foreign exchange reserves, also 
impact on foreign exchange transactions. Taking 
all of these factors into account, there was a net 
requirement of $1.6 billion in the first 10 months 
of 2000-01, compared to a net requirement of 
$6.4 billion in the same period in 1999-2000. 
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Table 4 


The budgetary balance and financial requirements/source 


January April to January 
2000 2001 1999-00 2000-01 
: ($ millions) 
Budgetary balance (deficit/surplus) 811 -1,149 e793 16,379 
Loans, investments and advances 
Crown corporations 86 3 393 401 
Other 4] -43 -63 -885 
Total 127 10 330 -484 
Specified purpose accounts 
Canada Pension Plan Account -482 -352 -47] -876 
Superannuation accounts 504 1b 4,206 15 
Other -24 17 -130 -31 
Total -2 -318 3,605 664 
Other transactions 2,484 4,567 -6,688 -5,750 
Total non-budgetary transactions 2,609 4,259 -2,153 -5,570 
Financial requirements/source 
(excluding foreign exchange transactions) 3,420 3,110 9,040 10,809 
Foreign exchange transactions -6,099 -1,694 -6,407 -1,566 
Net financial balance -2,679 1,416 2.035 9243 
Table 5 
Net financial balance and net borrowings 
January April to January 
2000 2001 1999-00 2000-01 
($ millions) 
Net financial balance -2,679 1,416 2635 9,243 
Net increase (+)/decrease (-) in borrowings 
Payable in Canadian dollars 
Marketable bonds 8 1,500 6,957 9.819 
Canada Savings Bonds -4 136 -684 -1,067 
Treasury bills -1,950 900 -5,450 -20,250 
Other 50 34 -285 -62 
Total -1,896 2540 538 -11,560 
Payable in foreign currencies 
Marketable bonds 0 0 peo ah -2,202 
Notes and loans -580 -580 
Canada bills -180 468 -5,489 220 
Canada notes 28 -264 -36 
Total -188 -112 -3,226 -2,598 
Net change in borrowings -2,084 2,458 -2,688 -14,158 
Change in cash balance -4,763 3.874 55 -4.915 
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Table 6 
Condensed statement of assets and liabilities 
March 31, 2000 January 31, 2001 Change 
($ millions) 
Liabilities 
Accounts payable, accruals and allowances 40,748 31,250 -9,498 


Interest-bearing debt 
Pension and other accounts 


Public sector pensions 128,346 129,917 Lou 
Canada Pension Plan (net of securities) 6,217 5,341 -876 
Other pension and other accounts 6,963 6932 -31 
Total pension and other accounts 141,526 142,190 664 


Unmatured debt 
Payable in Canadian dollars 


Marketable bonds 293,927 303,746 9.819 

Treasury bills 99,850 79,600 -20,250 

Canada Savings Bonds 26,489 Ds 22 -1,067 

Non-marketable bonds and bills BD) 3,490 -62 

Subtotal 423,818 412,258 -11,560 

Payable in foreign currencies 32,588 29,992 -2,596 

Total unmatured debt 456,406 442,250 -14,156 

Total interest-bearing debt 597,932 584,440 -13,492 

Total liabilities 638,680 615,690 -22,990 

Assets 

Cash and accounts receivable 18,864 10,203 -8,661 

Foreign exchange accounts 41,494 43,060 1,566 
Loans, investments and advances 

(net of allowances) 13,796 14,280 484 


Total assets 74,154 67,543 -6,611 
Accumulated deficit (net public debt) 564,526 548,147 -16,379 
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With a budgetary surplus of $16.4 billion, a net 
requirement of $5.6 billion from non-budgetary 
transactions and a net requirement of $1.6 billion 
from foreign exchange transactions, there was 

a net financial source of $9.2 billion in the 

April 2000 to January 2001 period, compared 

to a net source of $2.6 billion in the same period 
in 1999-2000. 


Net borrowings down $14.2 billion 
for April 2000 to January 2001 


This financial source, coupled with a drawdown 

in cash balances of $4.9 billion, resulted in a 
decline of $14.2 billion in the Government’s 
holding of market debt to the end of January 2001. 
The level of cash balances varies from month to 
month based on a number of factors including 
periodic large debt maturities, which can be quite 
volatile on a monthly basis. At the end of 

January 2001 cash balances were $8.0 billion. 
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Highlights 


February 2001: budgetary surplus of $4.0 billion 

There was a budgetary surplus of $4.0 billion in February 2001, compared to a surplus of $3.1 billion in 
February 2000. A large surplus was expected in February, given the monthly pattern of revenues. More 
specifically, the February results include the final corporate income tax settlement payments from those 
corporations whose taxation year ends on December 31. Corporate income tax revenues in February 2001 
amounted to a monthly record of $6.1 billion, up 13.4 per cent from February 2000. 


April 2000 to February 2001: budgetary surplus of $20.4 billion 
The budgetary surplus was estimated at $20.4 billion for the April 2000 to February 2001 period, 
up $5.5 billion from the surplus reported in the same period of 1999-2000. 


Developments over the balance of the fiscal year will reduce the cumulative surplus to date. These include 
the impact of the tax reductions announced in the October 2000 Economic Statement and Budget Update, 
as well as proposed funding for a number of initiatives, which will be booked in 2000-01. The latter 
includes assistance for farmers; funding for the Canada Foundation for Innovation, Genome Canada and 
health information and communications technology; and the costs associated with proposed enhancements 
to employment insurance (EI) benefits, which are retroactive to October 2000. In total, these policy 
developments are estimated at about $5 billion. In addition, adjustments will be made in the end-of-year 
accounting period to include the costs of goods and services received in late 2000-01, but for which 
payments are not made until the April/May period, and personal income tax refunds processed in 

March 2001 relating to the 2000 taxation year. 


In the October Economic Statement and Budget Update, a surplus for the year as a whole of $11.9 billion 
was estimated. However, most of the major revenue components have continued to register 
stronger-than-expected gains, despite the slowing in economic growth. As a result, the surplus for 
2000-01 will be higher than expected. Final audited results for 2000-01 will be released in the fall. 


February 2001: budgetary results ¢ Corporate income tax revenues were up 
$0.7 billion, or 13.4 per cent, reflecting higher 
The year-over-year improvement in the budgetary corporate profits in 2000. 


balance of $0.9 billion was attributable to higher 
budgetary revenues, primarily higher corporate 
income tax revenues. On a year-over-year basis, 
budgetary revenues were up 6.4 per cent, or 
$1.0 billion. Among the major revenue components: 


¢ EI premium revenues declined 11.5 per cent, 
primarily due to transfers relating to 
underpayments during 1999, which boosted 
revenues in February 2000. 


¢ Excise taxes and duties were up 4.5 per cent, 
¢ Personal income tax revenues were up slightly, primarily reflecting strong growth in customs 
as the impact of the tax relief measures import duties. 


announced in the October Economic Statement 
and Budget Update dampened the overall 
growth in monthly deductions from 
employment income. 


¢ Non-tax revenues were up strongly, reflecting 
the timing of receipts. 
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Table | 
Summary statement of transactions 


February April to February 


2000 2001 1999-00 2000-01 


Budgetary transactions 
Revenues 
Program spending 


Operating surplus 

Public debt charges 

Budgetary balance (deficit/surplus) 
Non-budgetary transactions 


Financial requirements/source 
(excluding foreign exchange transactions) 


Foreign exchange transactions 
Net financial balance 

Net change in borrowings 

Net change in cash balances 


Cash balance at end of period 


($ millions) 


16,283 P73325 149,816 161,886 
-9,724 -9,899 -97,089 - 103,674 
63959 7,424 SVAN 38212 
-3,481 -3,440 -37,856 -37,848 
3,078 3,984 14,871 20,364 
430 -1,248 22,529 -6,816 
3,508 Zoo 12,546 13,548 
-1,176 -184 -7,584 -1,750 
02 252 4,962 1178s 
-362 2,894 -3,049 -11,264 
1,970 5,446 1,913 534 
11,140 13,485 


Note: Positive numbers indicate a net source of funds. Negative numbers indicate a net requirement for funds. 


On a year-over-year basis, program spending 
increased by $0.2 billion, or 1.8 per cent, as higher 
transfers to persons and other levels of government 
were largely offset by lower direct program 
spending. Among the major components: 


¢ Major transfers to persons were up $0.2 billion, 
as both elderly benefit payments and EI benefit 
payments were higher. 


¢ Major transfers to other levels of government 
were up 15.5 per cent, reflecting higher cash 
transfers under the Canada Health and Social 
Transfer (CHST) and equalization programs. 


¢ Direct program spending declined 5.6 per cent, 
primarily reflecting the timing of payments. 


Public debt charges, on a year-over year basis, 
were slightly lower, reflecting a decline in the 
stock of interest-bearing debt. 


April 2000 to February 2001: 
budgetary results 


Over the first 11 months of fiscal year 2000-01, the 
budgetary surplus was estimated at $20.4 billion, 
up $5.5 billion from the surplus of $14.9 billion 
reported in the same period of 1999-2000. 


Budgetary revenues were up $12.1 billion, or 
8.1 per cent, on a year-over-year basis. Among the 
major revenue components: 


¢ Personal income tax collections were up 
$4.3 billion, or 5.9 per cent, primarily reflecting 
higher receipts from monthly deductions from 
employment income, due to increases in the 
number of people employed. In addition, 
higher taxes paid on filing and lower refunds, 
pertaining to the 1999 taxation year, also 
contributed to the year-over-year increase. 
Dampening the impact of these factors was the 
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Table 2 
Budgetary revenues 
February April to February 
2000 2001 Change 1999-00 2000-01 Change 
($ millions) (%) ($ millions) (%) 
Income taxes 
Personal income tax 5,839 5,906 tel 12,302 76,802 5.9 
Corporate income tax 5,394 (oy RY) 13.4 DARA? 2210 19.5 
Other income tax revenue 260 ay 100.4 35022 B24 16.6 
Total income tax 11,493 12,544 9.1 96,666 105,596 9.2 
Employment insurance 
premium revenues 2,110 1,868 -11.5 16,768 16,893 07 
Excise taxes and duties 
Goods and services tax LOW 1739 1.9 21,447 23,194 8.1 
Customs import duties 164 224 36.6 2,034 217: Zod. 
Sales and excise taxes ore) 595 Sek 7,467 7,550 lies 
Total excise taxes and duties 2,448 2058 4.5 30,948 33,261 eS 
Total tax revenues 16,051 16,970 Sai 144,382 155,750 79 
Non-tax revenues 235 353 Sle 5,433 6,136 12.9 
Total budgetary revenues 16,284 7.323 6.4 149,815 161,886 8.1 


effect of the tax relief measures announced in 
the February 2000 budget and October 2000 
Economic Statement and Budget Update, and 
higher transfers to the Canada Pension Plan and 
EI accounts, reflecting underpayments with 
respect to the 1999 taxation year. Increases in 
the Canada Child Tax Benefit, up 18.5 per cent 
(reflecting increases to average benefits, which 
came into effect July 1, 2000, and the indexation 
of benefits), also served to restrain the overall 
growth in personal income tax revenues. Over 
the balance of the fiscal year, growth in personal 
income tax collections will be further restrained 
as the full impact of tax reductions announced 
in the February 2000 budget and October 2000 
Economic Statement and Budget Update is 
realized. In addition, recoveries from the 
Taxation Collection Accounts are not expected 
to be as large as in 1999-2000. 


Corporate income tax revenues were up 

$4.1 billion, or 19.5 per cent, in line with the 
estimated increase of 23.4 per cent in corporate 
profits for 2000. 


¢ EI premium revenues were up $0.1 billion, 

or 0.7 per cent, as the decline in premium rates 
for 2000 and 2001 was more than offset by the 
impact of prior-year adjustments and the growth 
in the number of people employed and therefore 
paying premiums. The employee rate for 2001 
is $2.25 per $100 of insurable earnings, 
compared to $2.40 in 2000 and $2.55 in 1999. 


¢ Excise taxes and duties increased by 
$2.3 billion, or 7.5 per cent. Goods and 
services tax revenues were up $1.7 billion, 
or 8.1 per cent, in line with the growth in 
consumer demand. Customs import duties 
were up strongly, while sales and excise taxes 
were up marginally. 


¢ Non-tax revenues were up $0.7 billion, or 
12.9 per cent, primarily reflecting higher Bank 
of Canada profits and interest on bank balances. 


Program spending increased by $6.6 billion, or 

6.8 per cent, in the April 2000 to February 2001 
period, compared to the same period in 1999-2000. 
Among the major components, major transfers to 
other levels of government were up $3.1 billion, 
major transfers to persons were up $1.8 billion, 
while direct program spending was up $1.6 billion. 
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Table 3 
Budgetary expenditures 


February April to February 
2000 2001 Change 1999-00 2000-01 Change 
($ millions) (%) ($ millions) (%) 
Transfer payments to: 
Persons 
Elderly benefits 1,969 2,055 4.4 21,421 22,188 3.6 
Employment insurance benefits Hi iS) 6.6 10,325 9,970 -3.4 
Heating expense relief 1,434 
Total 3,090 3,250 Dee 31,746 Soe 5.8 
Other levels of government 
Canada Health and Social Transfer 1,042 125 8.0 11,458 [25375 8.0 
Fiscal transfers 975 194 ZS 9.995 113396 14.0 
Medical Equipment Fund 1,000 
Alternative Payments for 
Standing Programs -188 -206 9.6 -2,064 -2,260 93 
Total 1,829 PSE ieee) 19,389 Diary al 16.1 
Direct program spending 
Subsidies and other transfers 
Agriculture 196 Sy) -18.9 1,416 599 -57.7 
Foreign Affairs 362 249 -31.2 1,574 1,422 -9.7 
Health ipl 85 197 032 1,010 8.4 
Human Resources Development 103 141 36.9 1,350 L322 -2.1 
Indian and Northern Development 218 268 D388) 3,488 3,742 ee 
Industry and Regional Development \WP2 213 23.8 1,308 (313 0.4 
Veterans Affairs 19 126 59 1,276 1,334 4.5 
Other 277 204 -26.4 1,960 1,983 Ie? 
Total 1,518 1,445 -4.8 13,304 LAPS -4.4 
Payments to Crown corporations 
Canadian Broadcasting Corporation i 15 -80.0 805 859 Cw 
Canada Mortgage and 
Housing Corporation 150 150 0.0 1,645 1,670 Ls 
Other 56 Tl 26.8 O31 e297 38.8 
Total 281 236 -16.0 3,381 3,821 13.0 
Operating and capital expenditures 
Defence 1,006 902 -10.3 9,648 poe 6) -1.0 
All other departmental expenditures 2,000 1,953 =23 19,621 21472 9.4 
Total 3,006 2,855 -5.0 29,269 SHO) 6.0 
Total direct program spending 4,805 4,536 -5.6 45,954 47,571 aye 
Total program expenditures 9,724 9,899 1.8 97,089 103,674 6.8 
Public debt charges 3,481 3,440 -1.2 37,856 37,848 0.0 
Total budgetary expenditures 13.205 13,339 10) 134,945 141,522 4.9 
Memorandum item: 
Total transfers 6,437 6,808 5.8 64,439 68,828 6.8 
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¢ The increase in major transfers to persons was 
attributable to the heating expense relief 
payment ($1.4 billion) and higher elderly 
benefits, up $0.8 billion, reflecting an increase 
in the number of individuals eligible for 
benefits and higher average benefits, which are 
indexed to inflation. EI benefit payments were 
down $0.4 billion, reflecting fewer beneficiaries 
due to the decline in the number of 
unemployed, dampened by the impact of higher 
average benefit rates and higher transfers to 
provinces under the Labour Market 
Agreements. 


e Major transfers to other levels of government 
were up 16.1 per cent, reflecting higher cash 
transfers under the CHST and equalization 
programs, as well as the $1-billion payment in 
trust to the provinces and territories for new 
medical equipment, to support the agreements 
reached by the first ministers on health renewal 
and early childhood development. The increase 
in CHST cash transfers reflected the 1999 
budget measure to increase base funding from 
$12.5 billion in 1999-2000 to $13.5 billion in 
2000-01. The increase in equalization 
entitlements was attributable to the continued 
stronger economic growth in Ontario than in 
the equalization-receiving provinces. 


¢ Direct program spending, consisting of total 
program spending less the major transfers to 
persons and other levels of government, 
increased by 3.5 per cent. This component 
includes subsidy and other transfer payments, 
payments to Crown corporations, and the 
operating and capital costs of government, 
including defence. Developments in this 
component are affected by the timing of 
payments, the impact of new initiatives 
announced in the 2000 budget, and the lifting 
of the wage freeze. 


Public debt charges were virtually unchanged, 

as the impact of the decline in the stock of 
interest-bearing debt was offset by an increase in 
the average effective interest rate on that debt. 


Financial source of $13.5 billion 
(excluding foreign exchange transactions) 
for April 2000 to February 2001 


The budgetary balance is presented on a modified 
accrual basis of accounting, recording government 
liabilities when they are incurred, regardless of 
when the cash payment is made. In addition, the 
budgetary balance includes only those activities 
over which the Government has legislative control. 


In contrast, financial requirements/source 
measures the difference between cash coming in 
to the Government and cash going out. Financial 
requirements/source differs from the budgetary 
balance as the former includes transactions in 
loans, investments and advances, federal 
employees’ pension accounts, other specified 
purpose accounts, and changes in other financial 
assets and liabilities. These activities are included 
as part of non-budgetary transactions. The 
conversion from accrual to cash 1s also reflected 
in non-budgetary transactions. 


Non-budgetary transactions resulted in a net 
requirement of $6.8 billion in the first 11 months 
of 2000-01, compared to a requirement of 

$2.3 billion in the same period in 1999-2000. 
This was attributable, in part, to payments related 
to the pay equity settlement, changes to the 
financing of the Canada Student Loans Program, 
and the investing of current contributions to the 
federal employees’ pension plans in the 

private market. 


As a result, with a budgetary surplus of 

$20.4 billion and a net requirement of $6.8 billion 
from non-budgetary transactions, there was a 
financial source (excluding foreign exchange 
transactions) of $13.5 billion in the April 2000 to 
February 2001 period, compared to a financial 
source of $12.5 billion in the same period 

in 1999-2000. 
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Table 4 


The budgetary balance and financial requirements/source 


February April to February 
2000 2001 1999-00 2000-01 
($ millions) 
Budgetary balance (deficit/surplus) 3,078 3,984 14,871 20,364 
Loans, investments and advances 
Crown corporations 135 “ 528 405 
Other 148 -4 85 -890 
Total 283 613 -485 
Specified purpose accounts 
Canada Pension Plan Account 413 490 -58 -386 
Superannuation accounts 324 -202 4,530 1,369 
Other 80 139 -50 109 
Total 817 427 4,422 1,092 
Other transactions -670 -1,675 -7,360 -7,423 
Total non-budgetary transactions 430 -1,248 -2,325 -6,816 
Financial requirements/source 
(excluding foreign exchange transactions) 3,508 23136 12,546 13,548 
Foreign exchange transactions -1,176 -184 -7,584 -1,750 
Net financial balance Dean psa pey) 4,962 LEIS 
Table 5 
Net financial balance and net borrowings 
February April to February 
2000 2001 1999-00 2000-01 
($ millions) 
Net financial balance 2,552 2552 4,962 11,798 
Net increase (+)/decrease (-) in borrowings 
Payable in Canadian doilars 
Marketable bonds -600 Sie) 6,357 10,394 
Canada Savings Bonds -193 313 -877 -754 
Treasury bills 100 2,100 -5,350 -18,150 
Other 0 0 -285 -62 
Total -693 2,988 Sloe -8,572 
Payable in foreign currencies 
Marketable bonds -39 0 2,488 -2,782 
Notes and loans 0 0 
Canada bills 370 -94 -5,118 126 
Canada notes 0 -264 -36 
Total 331 -94 -2,894 -2,692 
Net change in borrowings -362 2,894 -3,049 -11,264 
Change in cash balance 1,970 5,446 1,913 534 
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Table 6 
Condensed statement of assets and liabilities 
March 31, 2000 February 28, 2001 Change 
($ millions) 
Liabilities 
Accounts payable, accruals and allowances 40,748 see eal -4.817 


Interest-bearing debt 
Pension and other accounts 


Public sector pensions 128,346 1295S 13369 
Canada Pension Plan (net of securities) Or, 53331 -386 
Other pension and other accounts 6,963 7,072 109 
Total pension and other accounts 141,526 142,618 1,092 


Unmatured debt 
Payable in Canadian dollars 


Marketable bonds 293,907 304,321 10,394 

Treasury bills 99,850 81,700 -18,150 

Canada Savings Bonds 26,489 PES e Tis, -754 

Non-marketable bonds and bills BED 3,490 -62 

Subtotal 423,818 415,246 -8,572 

Payable in foreign currencies 32,588 29,896 -2,692 

Total unmatured debt 456,406 445,142 a PX or 

Total interest-bearing debt 597,932 587,760 -10,172 

Total liabilities 638,680 623,691 -14,989 

Assets 

Cash and accounts receivable 18,864 22,004 3,140 

Foreign exchange accounts 41,494 43,244 G8) 
Loans, investments and advances 

(net of allowances) 13,796 14,281 485 


Total assets 74,154 79,529 S375 
Accumulated deficit (net public debt) 564,526 544,162 -20,364 
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Net financial source of $11.8 billion 
for April 2000 to February 2001 


Foreign exchange transactions represent all 
transactions in international reserves held in the 
Exchange Fund Account. The purpose of the 
Exchange Fund Account is to promote order 

and stability in the foreign exchange market. 

The buying of Canadian dollars represents a 
source of funds from exchange fund transactions, 
while the selling of Canadian dollars represents 
a requirement. Changes in foreign currency 
liabilities, which are undertaken to change the 
level of Canada’s foreign exchange reserves, also 
impact on foreign exchange transactions. Taking 
all of these factors into account, there was a net 
requirement of $1.8 billion in the first 11 months 
of 2000-01, compared to a net requirement of 
$7.6 billion in the same period in 1999-2000. 


With a budgetary surplus of $20.4 billion, a net 
requirement of $6.8 billion from non-budgetary 
transactions and a net requirement of $1.8 billion 
from foreign exchange transactions, there was a 
net financial source of $11.8 billion in the 

April 2000 to February 2001 period, compared 
to a net source of $5.0 billion in the same period 
in 1999-2000. 


Net borrowings down $11.3 billion for 
April 2000 to February 2001 


This financial source has allowed the 
Government to reduce its holding of market debt 
by $11.3 billion to the end of February 2001. 

In addition, cash balances increased by 

$0.5 billion to stand at $13.5 billion. The level 
of cash balances varies from month to month 
based on a number of factors including periodic 
large debt maturities, which can be quite volatile 
on a monthly basis. 
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Highlights 


March 2001: budgetary deficit of $0.5 billion 


There was a budgetary deficit of $0.5 billion in March 2001, compared to a surplus of $0.3 billion 
in March 2000. This deterioration was attributable to the impact of policy initiatives, including the 
incremental assistance of $0.5 billion to farmers and the $0.5-billion payment for health information 
and communication technologies as agreed to by first ministers in September 2000. 


April 2000 to March 2001: budgetary surplus of $19.8 billion 


The budgetary surplus was estimated at $19.8 billion for the April 2000 to March 2001 period, up 
$4.7 billion from the surplus reported in the same period of 1999-2000. These are not the final results 
for the 2000-01 fiscal year. Still to come are the regular end-of-year accounting adjustments. 


Consistent with government accounting principles, these adjustments incorporate increases in program 
spending to include the costs of liabilities incurred during the fiscal year for which no payments were 
made in 2000-01. For example, the final audited outcome for 1999-2000 was $12.3 billion, while the 
surplus to the end of March 2000 was $15.1 billion, a difference of $2.8 billion. However, included in the 
final results for 1999-2000 was a transfer of $1.9 billion from the Tax Collection Accounts to budgetary 
revenues, relating to recoveries for overpayments to these accounts in previous years. No such large 
recoveries are expected this year. This implies that the normal end-of-year adjustments for 1999-2000 
amounted to about $4% billion. 


In the October 2000 Economic Statement and Budget Update, a surplus for the year as a whole of 
$11.9 billion was estimated, of which a minimum of $10 billion was committed to reducing debt. 
Based on the financial results to the end of March 2001 and taking into account the normal end-of-year 
accounting adjustments, a budgetary surplus of at least $15 billion is now expected. All of this will 

be applied to reducing the net public debt. Final audited financial results will be published in the 
Annual Financial Report of the Government of Canada, scheduled for release in mid-September 2001. 


March 2001: budgetary results ¢ Corporate income tax revenues were up 
11.4 per cent, reflecting higher corporate 
On a year-over-year basis, budgetary revenues profits in 2000. 


increased $0.5 billion, as lower personal income tax 
revenues were more than offset by higher revenues 
in all the other major components. 


¢ Employment insurance (EI) premium revenues 
were up 5.9 per cent, as increases in the number 
of people employed more than offset the 


¢ Personal income tax revenues declined by reductions in premium rates. 
12.0 per cent, reflecting the impact of the tax * Excise taxes and duties were up 6.6 per cent, 
relief measures announced in the October primarily reflecting strong growth in goods and 
Economic Statement and Budget Update, as services tax (GST) revenues and in customs 
well as the timing of receipts between import duties. 


February and March. 
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Table | 
Summary statement of transactions 


March April to March 


2000 2001 1999-00 2000-01 


Budgetary transactions 
Revenues 
Program spending 


Operating surplus 

Public debt charges 

Budgetary balance (deficit/surplus) 
Non-budgetary transactions 


Financial requirements/source 
(excluding foreign exchange transactions) 


Foreign exchange transactions 
Net financial balance 

Net change in borrowings 

Net change in cash balances 


Cash balance at end of period 


($ millions) 


14,864 15,359 164,682 177,246 
-11,196 = 2.32] -108,285 -115,999 
3,668 3,032 0:01 61,247 
-3,417 -3,564 -41,273 -41,412 
2o4 -532 [St 24 19,835 
SOU) 6,411 1,288 -405 
3,862 9,819 16,412 19,430 
-1,868 -6,767 -9,451 -8,516 
1,994 -888 6,961 10,914 
-130 552 -3,178 -10,682 
1,864 -306 3,183 Zoe 
13,004 eae) 


Note: Positive numbers indicate a net source of funds. Negative numbers indicate a net requirement for funds. 


¢ Non-tax revenues were up strongly, reflecting 
higher net profits relating to activities in the 
Exchange Fund Account. 


On a year-over-year basis, program spending 
increased by 10.1 per cent. Among the major 
components: 


¢ Major transfers to persons were up 2.4 per cent, 
as both elderly benefit payments and EI benefit 
payments were higher. 


¢ Major transfers to other levels of government 
were up 18.1 per cent, reflecting higher cash 
transfers under the Canada Health and Social 
Transfer (CHST) and equalization programs. 


¢ Direct program spending increased 
11.7 per cent, primarily reflecting the inclusion 
of the policy initiatives mentioned above. 


Public debt charges, on a year-over year basis, 
were up 4.3 per cent, as an increase in the average 
effective interest rate offset the impact of the 
decline in the stock of interest-bearing debt. 


April 2000 to March 2001: 
budgetary results 


In the April 2000 to March 2001 period, the 
budgetary surplus was estimated at $19.8 billion, 
up $4.7 billion from the surplus of $15.1 billion 
reported in the same period of 1999-2000. 


Budgetary revenues were up $12.6 billion, or 
7.6 per cent, on a year-over-year basis. Among 
the major revenue components: 


¢ Personal income tax collections were up 
$3.7 billion, or 4.7 per cent, primarily reflecting 
higher receipts from monthly deductions from 
employment income, due to increases in the 
number of people employed, as well as higher 
remittances from quarterly filers. Dampening 
the impact of these factors was the effect 
of the tax relief measures announced in the 
February 2000 budget and October 2000 
Economic Statement and Budget Update and 
higher transfers to the Canada Pension Plan 
and EI accounts, reflecting underpayments 
with respect to the 1999 taxation year. 
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Table 2 
Budgetary revenues 
March April to March 
2000 2001 Change 1999-00 2000-01 Change 
($ millions) (%) ($ millions) (%) 
Income taxes 
Personal income tax Delos 4,546 -12.0 77,668 81,350 4.7 
Corporate income tax 2,109 2,349 11.4 TESS 27,619 18.8 
Other income tax revenue 450 692 53.8 472 4,216 21.4 
Total income tax Wes 7,587 128 104,391 113,185 8.4 
Employment insurance 
premium revenues 1736 1,839 5.9 18,504 S732: 12 
Excise taxes and duties 
Goods and services tax 1527, 1,619 6.0 DOTS 2A S12 8.0 
Customs import duties iG 274 54.8 D212 2,791 26.2 
Sales and excise taxes 704 674 =473 8,168 8,224 OM 
Total excise taxes and duties 2,408 DEN OW 6.6 33,355 5D.02) 7.4 
Total tax revenues 11,868 11,993 re 156,250 167,744 74 
Non-tax revenues 2,996 3,366 123 S452 9,502 tren 
Total budgetary revenues 14,864 Ses 3.3 164,682 177,246 7-0 


Increases in the Canada Child Tax Benefit, up 
13.4 per cent (reflecting increases to average 
benefits, which came into effect July 1, 2000, 
and the indexation of benefits), also served to 
restrain the overall growth in personal income 
tax revenues. 


Corporate income tax revenues were up 

$4.4 billion, or 18.8 per cent, in line with the 
estimated increase of 23.4 per cent in corporate 
profits for 2000. 


EI premium revenues were up $0.2 billion, 

or 1.2 per cent, as the decline in premium rates 
for 2000 and 2001 was more than offset by the 
impact of prior-year adjustments and the growth 
in the number of people employed and therefore 
paying premiums. The employee rate for 2001 
is $2.25 per $100 of insurable earnings, 
compared to $2.40 in 2000 and $2.55 in 1999. 


Excise taxes and duties increased by 

$2.5 billion, or 7.4 per cent. GST revenues were 
up $1.8 billion, or 8.0 per cent, in line with the 
growth in consumer demand. Customs import 
duties were up strongly, while sales and excise 
taxes were up marginally. 


¢ Non-tax revenues were up $1.1 billion, or 
12.7 per cent, primarily reflecting higher Bank 
of Canada and Exchange Fund Account profits 
and interest on bank balances. 


Program spending increased by $7.7 billion, or 

7.1 per cent, in the April 2000 to March 2001 
period, compared to the same period in 1999-2000. 
Among the major components, major transfers to 
other levels of government were up $3.4 billion, 
direct program spending was up $2.4 billion, while 
major transfers to persons were up $1.9 billion. 


¢ The increase in major transfers to persons 
was attributable to the heating expense relief 
payment ($1.4 billion) and higher elderly 
benefits, up $0.8 billion, reflecting an increase 
in the number of individuals eligible for benefits 
and higher average benefits, which are indexed 
to inflation. EI benefit payments were down 
$0.3 billion, reflecting fewer beneficiaries due 
to the decline in the number of unemployed, 
dampened by the impact of higher average 
benefit rates and higher transfers to provinces 
under the Labour Market Agreements. 
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Table 3 
Budgetary expenditures 


March April to March 
2000 2001 Change 1999-00 2000-01 Change 
($ millions) (%) ($ millions) (%) 
Transfer payments to: 
Persons 
Elderly benefits 2,000 2,057 2.8 23,421 24,245 ae 
Employment insurance benefits LO 1,030 ip 11,340 10,999 -3.0 
Heating expense relief 1,434 
Total 3,015 3,087 2.4 34,761 36,678 SD 
Other levels of government 
Canada Health and Social Transfer 1,041 15125 8.1 12,500 13,500 8.0 
Fiscal transfers 692 907 Syl heal 10,687 P2303 [>a 
Medical Equipment Fund 1,000 
Alternative Payments for 
Standing Programs -187 -206 10.2 -2,251 -2,466 9.6 
Total 1,546 1,826 [set 20,936 24,337 16.2 
Direct program spending 
Subsidies and other transfers 
Agriculture 134 633 372.4 1,550 1232 -20.5 
Foreign Affairs B27 Pe) -11.0 1,901 bers -9.9 
Health 118 97 -17.8 1,050 Neale 5.4 
Human Resources Development 229 363 Sor e519 1,685 6.7 
Indian and Northern Development DAE 144 -33.6 33205 3,886 4.9 
Industry and Regional Development 1,324 407 -69.3 2,032, 1,720 -34.7 
Veterans Affairs 121 125 33 [397 1,458 4.4 
Other 442 652 47.5 2,402 2.035 ON 
Total 2,912 2,112 -6.9 16,216 15,436 -4.8 
Payments to Crown corporations 
Canadian Broadcasting Corporation 66 43 -34.8 871 902 3.6 
Canada Mortgage and 
Housing Corporation 150 320 dels 1,795 1,990 10.9 
Other 2) 91 65.5 985 1,383 40.4 
Total 27 454 675 3.051 4,275 let 
Operating and capital expenditures 
Defence 127 1,436 27.4 VOTTS 10,992 0) 
Ali other departmental expenditures Dons 2,012 20.9 21,946 24,281 10.6 
Total 3,452 4,248 2a 32,7214 35.213 7.8 
Total direct program spending 6,635 7,414 Lie? 52,588 54,984 4.6 
Total program expenditures 115196 Lo 7 10.1 108,285 115,999 ak 
Public debt charges 3,417 3,564 4.3 41,273 41,412 0.3 
Total budgetary expenditures 14,613 15,891 8.7 149,558 eg 0 Se 
Memorandum item: 
Total transfers 7,473 T2025 2.0 FLOWS 76,451 6.3 


The Fiscal Monitor 


¢ Major transfers to other levels of government 
were up 16.2 per cent, reflecting higher cash 
transfers under the CHST and equalization 
programs, as well as the $1-billion payment in 

trust to the provinces and territories for new 
medical equipment, to support the agreements 
reached last September by the first ministers 
on health renewal and early childhood 
development. The increase in CHST cash 
transfers reflected the 1999 budget measure 
to increase base funding from $12.5 billion in 
1999-2000 to $13.5 billion in 2000-01. The 
increase in equalization entitlements was 
attributable to the continued stronger economic 
growth in Ontario than in the equalization- 
receiving provinces. 


¢ Direct program spending, consisting of total 
program spending less the major transfers 
to persons and other levels of government, 
increased by 4.6 per cent. This component 
includes subsidy and other transfer payments, 
payments to Crown corporations, and the 
operating and capital costs of government, 
including defence. Developments in this 
component are affected by the impact of 
new initiatives announced during 2000-01 
and the lifting of the wage freeze. 


Public debt charges were virtually unchanged, 

as the impact of the decline in the stock of 
interest-bearing debt was offset by an increase in 
the average effective interest rate on that debt. 


Financial source of $19.4 billion 
(excluding foreign exchange transactions) 
for April 2000 to March 2001 


The budgetary balance is presented on a modified 
accrual basis of accounting, recording government 
liabilities when they are incurred, regardless of 
when the cash payment is made. In addition, the 
budgetary balance includes only those activities 


over which the Government has legislative control. 


In contrast, financial requirements/source 
measures the difference between cash coming in 
to the Government and cash going out. Financial 


requirements/source differs from the budgetary 
balance as the former includes transactions in 
loans, investments and advances, federal 
employees’ pension accounts, other specified 
purpose accounts, and changes in other financial 
assets and liabilities. These activities are included 
as part of non-budgetary transactions. The 
conversion from accrual to cash is also reflected 
in non-budgetary transactions. 


Non-budgetary transactions resulted in a net 
requirement of $0.4 billion in the April 2000 to 
March 2001 period, compared to a net source of 
$1.3 billion in the same period in 1999-2000. This 
was attributable, in part, to payments related to 
the pay equity settlement, changes to the financing 
of the Canada Student Loans Program, and the 
investing of current contributions to the federal 
employees’ pension plans in the private market. 


As a result, with a budgetary surplus of 

$19.8 billion and a net requirement of $0.4 billion 
from non-budgetary transactions, there was a 
financial source (excluding foreign exchange 
transactions) of $19.4 billion in the April 2000 to 
March 2001 period, compared to a financial source 
of $16.4 billion in the same period in 1999-2000. 


Net financial source of $10.9 billion 
for April 2000 to March 2001 


Foreign exchange transactions represent all 
transactions in international reserves held in 

the Exchange Fund Account. The purpose of 

the Exchange Fund Account is to promote order 
and stability in the foreign exchange market. The 
buying of Canadian dollars represents a source 
of funds from exchange fund transactions, 

while the selling of Canadian dollars represents 
a requirement. Changes in foreign currency 
liabilities, which are undertaken to change the 
level of Canada’s foreign exchange reserves, also 
impact on foreign exchange transactions. Taking 
all of these factors into account, there was a net 
requirement of $8.5 billion in the April 2000 to 
March 2001 period, compared to a net requirement 
of $9.5 billion in the same period in 1999-2000. 
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Table 4 
The budgetary balance and financial requirements/source 
March April to March 
2000 2001 1999-00 2000-01 
($ millions) 
Budgetary balance (deficit/surplus) Zo -532 15,124 195335 
Loans, investments and advances 
Crown corporations 12 99 540 504 
Other 63 -87 148 -976 
Total aS iy? 688 -472 
Specified purpose accounts 
Canada Pension Plan Account 893 578 835 192 
Superannuation accounts 550 -24 5,078 1,346 
Other 74 8 26 Neale: 
Total only 562 Se Bie! 1,655 
Other transactions 2,019 Siew! =),000 -1,588 
Total non-budgetary transactions 3,611 6,411 1,288 -405 
Financial requirements/source 
(excluding foreign exchange transactions) 3,862 5,879 16,412 19,430 
Foreign exchange transactions -1,868 -6,767 -9,45] -8,516 
Net financial balance 1,994 -888 6,961 10,914 
Table 5 
Net financial balance and net borrowings 
March April to March 
2000 2001 1999-00 2000-01 
($ millions) 
Net financial balance 1,994 -888 6,961 10,914 
Net increase (+)/decrease (-) in borrowings 
Payable in Canadian dollars 
Marketable bonds -8,499 -9,694 -2,142 700 
Canada Savings Bonds Says) 18 -1,400 -736 
Treasury bills 8,250 7,000 2,900 -11,150 
Other -354 -17 -638 -79 
Total -1,126 -2,693 -1,280 -11,265 
Payable in foreign currencies 
Marketable bonds 0 3,003 2,488 -1,164 
Notes and loans 0 SSS 0 
Canada bills 996 1,094 -4,122 13220 
Canada notes 0 563 -264 527 
Total 996 2275 -1,898 583 
Net change in borrowings -130 582 -3,178 -10,682 
Change in cash balance 1,864 -306 3,783 232 
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Table 6 
Condensed statement of assets and liabilities 
March 31, 2000 March 31, 2001 Change 
($ millions) 
Liabilities 
Accounts payable, accruals and allowances 40,748 38,676 -2,072 


Interest-bearing debt 
Pension and other accounts 


Public sector pensions 128,346 129°692 1,346 
Canada Pension Plan (net of securities) Oly 6,409 192 
Other pension and other accounts 6,963 7,080 117 
Total pension and other accounts 141,526 143,181 1,655 


Unmatured debt 
Payable in Canadian dollars 


Marketable bonds 293,927 294,627 700 

Treasury bills 99,850 88,700 -11,150 

Canada Savings Bonds 26,489 OPIS.) -736 

Non-marketable bonds and bills 3,952 3,473 -79 

Subtotal 423,818 AL2 S53 -11,265 

Payable in foreign currencies 32,588 Sion Al 583 

Total unmatured debt 456,406 445,724 -10,682 

Total interest-bearing debt 597,932 588,905 -9,027 

Total liabilities 638,680 627,581 -11,099 

Assets 

Cash and accounts receivable 18,864 18,612 =252 

Foreign exchange accounts 41,494 50,010 8,516 
Loans, investments and advances 

(net of allowances) 13,796 14,268 472 

Total assets 74,154 82,890 8,736 


Accumulated deficit (net public debt) 564,526 544,691 -19,835 
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With a budgetary surplus of $19.8 billion, a net 
requirement of $0.4 billion from non-budgetary 
transactions and a net requirement of $8.5 billion 
from foreign exchange transactions, there was 

a net financial source of $10.9 billion in the 
April 2000 to March 2001 period, compared to 

a net source of $7.0 billion in the same period in 
1999-2000. 


Net borrowings down $10.7 billion 
for April 2000 to March 2001 


This financial source has allowed the 
Government to reduce its holding of market debt 
by $10.7 billion to the end of March 2001. In 
addition, cash balances increased by $0.2 billion 
to stand at $13.2 billion. The level of cash 
balances varies from month to month based on 

a number of factors including periodic large debt 
maturities, which can be quite volatile on 

a monthly basis. 


For additional copies or subscription inquiries, please contact the Distribution Centre at (613) 995-2855. 
For other inquiries about this publication, contact Peter Devries at (613) 996-7397. 
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Highlights of financial results for April 2001 


Budgetary surplus of $4.6 billion 
in April 2001 


There was a budgetary surplus of $4.6 billion 

in April 2001, up $1.6 billion from the surplus 
of $3.0 billion in April 2000. This year-over-year 
improvement was primarily attributable to timing 
factors associated with the final payment of 
personal income taxes with respect to the 2000 
taxation year. 


On a year-over year basis, budgetary revenues 
were up $2.3 billion, or 15.5 per cent, with most 
of the increase concentrated in higher personal 
income tax collections. 
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Personal income tax collections were up 

$1.6 billion, or 21.9 per cent. Most of this 
increase was attributable to higher final tax 
settlement payments with respect to taxation 
year 2000. Last year, the final date for filing 
personal income taxes was extended from 

April 308 (which fell on a Sunday) to May 15% 
As a result, final settlement payments with 
respect to the 1999 taxation year were largely 
recorded in May 2000. This year, the final filing 
date was April 30". As a result, the year-over- 
year results were affected by the difference in 
filing dates. Monthly deductions from 
employment income were virtually unchanged, 
compared to the same period last year. 


Corporate income tax collections increased 

$0.2 billion, or 9.3 per cent. This increase 
primarily reflects the tax installment procedures, 
as operating profits of Canadian corporations 
declined in the first quarter of 2001. 
Corporations are required to remit monthly 
installments based on either their previous year’s 
actual tax liability or their current year’s 
projected tax liability, with final settlement 


Canada Canada 
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payments made within 60 days of the end of 
their taxation year. Throughout most of 2000-01, 
monthly tax installments were based on the tax 
liability for 1999. However, corporate profits 
grew strongly in 2000, with the result that the 
monthly installment payments understated the 
final tax liability for 2000-01. With monthly 
installments now based on the tax liability for 
2000, the year-over-year change in the monthly 
results could be misleading. 


¢ Employment insurance premium revenues were 
virtually unchanged, as the decline in premium 
rates (the employee rate for 2001 is $2.25 per 
$100 of insurable earnings compared to $2.40 
in 2000) offset the impact of the growth in the 
number of people employed and therefore 
paying premiums. 

¢ Excise taxes and duties were up $0.4 billion, or 
14.5 per cent, primarily reflecting strong growth 
in goods and services tax revenues. However, 
part of this increase was due to the timing of 
refunds and rebates, which were down 10 per 
cent on a year-over-year basis. 


e Non-tax revenues were up nearly 9.5 per cent. 


On a year-over-year basis, program spending 
increased by 8.0 per cent, or $0.7 billion, with most 
of the increase attributable to higher transfers to 
other levels of government. 


¢ Major transfers to persons were up 4.6 per cent, 
as both elderly benefit and employment 
insurance payments were higher. 


¢ Major transfers to other levels of government 
were up 28.3 per cent, reflecting higher cash 
transfers under the Canada Health and Social 
Transfer (CHST) and higher Equalization 
entitlements. The increase in CHST reflected 
the September 2000 agreement reached by 
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Table | 
Summary statement of transactions 


April 
2000 2001 


Budgetary transactions 


Revenues 

Program spending 

Operating surplus 

Public debt charges 

Budgetary balance (deficit/surplus) 
Non-budgetary transactions 


Financial requirements/source 
(excluding foreign exchange transactions) 


Foreign exchange transactions 
Net financial balance 

Net change in borrowings 

Net change in cash balances 


Cash balance at end of period 


($ millions) 


14,937 17,249 
-8,616 -9,308 
6,321 7,941 
-3,368 -3,389 
ASP: 4,552 
-5,253 -4,993 
-2,300 -44] 

955 158 
-1,345 -283 
-5,788 70 
-7,133 -213 
5,818 12,965 


Note: Positive numbers indicate a net source of funds. Negative numbers indicate a net requirement for funds. 


First Ministers to increase base funding from 
$13.5 billion in 2000-01 to $17.3 billion in 
2001-02. The increase in Equalization 
entitlements was attributable to the continued 
stronger growth in Ontario than in the 
equalization-receiving provinces. 


* Direct program spending, consisting of total 
program spending less major transfers to 
persons and other levels of government, 
increased by 1.5 per cent. Subsidies and other 
transfers declined 2.2 per cent while payments 
to Crown corporations advanced by 20.5 per 
cent. Defence spending increased, while all 
other departmental expenditures declined. The 
monthly fluctuations in these components are 
due in large part to the timing of payments. 


Public debt charges were up slightly as the impact 
of the decline in the stock of interest-bearing debt 
was offset by a slight increase in the average 
effective interest rate. 


Financial requirement of $0.4 billion 
(excluding foreign exchange transactions) 
in April 2001 


The budgetary balance is presented on a modified 
accrual basis of accounting, recording government 
liabilities when they are incurred, regardless of 
when the cash payment is made. In addition, the 
budgetary balance includes only those activities 
over which the Government has legislative control. 


In contrast, financial requirements/surplus 
measures the difference between cash coming in 
to the Government and cash going out. Financial 
requirements/surplus differs from the budgetary 
balance as the former includes transactions in 
loans, investments and advances, federal 
employees’ pension accounts, other specified 
purpose accounts, and changes in other financial 
assets and liabilities. These activities are included 
as part of non-budgetary transactions. The 
conversion from accrual to cash is also reflected 
in non-budgetary transactions. 
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Table 4 
The budgetary balance and financial requirements/surplus 
April 
2000 2001 
($ millions) 
Budgetary balance (deficit/surplus) 2953 4552 
Loans, investments and advances 
Crown corporations 0 132 
Other 105 -14 
Total 105 118 
Specified purpose accounts 
Canada Pension Plan Account -394 -400 
Superannuation accounts ene 46 
Other -44 91 
Total -121 -333 
Other transactions -5,237 -4,778 
Total non-budgetary transactions Dees: -4,993 
Financial requirements/source 
(excluding foreign exchange transactions) -2,300 -44] 
Foreign exchange transactions SES) 158 
Net financial balance -1,345 -283 
Table 5 
Net financial balance and net borrowings 
April 
2000 2001 


($ millions) 


Net financial balance oS -283 


Net increase (+)/decrease (-) in borrowings 
Payable in Canadian dollars 


Marketable bonds 1,900 iRSyAl 
Canada Savings Bonds -5 -] 
Treasury bills -7,250 -700 
Other 0 0) 
Total =5,355 670 
Payable in foreign dollars 
Marketable bonds 0 0 
Notes and loans 0 0 
Canada bills -433 -490 
Canada notes 0) -110 
Total -433 -600 
Net change in borrowings -5,788 70 


Change in cash balance -7,133 -213 
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Table 3 
Budgetary expenditures 
April 
2000 2001 Change 
($ millions) (%) 
Transfer payments to: 
Persons 
Elderly benefits oo 2,063 oe 
Employment insurance benefits 1,038 LES Tee 
Total 3,035 Se 4.6 
Other levels of government 
Canada Health and Social Transfer Peis 1,441 28.1 
Fiscal transfers 832 1,005 20.8 
Alternative Payments for 
Standing Programs -206 -200 -2.9 
Total Lj 2,246 255 
Direct program spending 
Subsidies and other transfers 
Agriculture 9 38 3222 
Foreign Affairs 55 b22 1213 
Health 63 10 -84.] 
Human Resources Development 8 26 225.0 
Indian and Northern Development 842 690 -18.1 
Industry and Regional Development 27 bi? 314.8 
Veterans Affairs 116 118 Ne 
Other 242 216 -10.7 
Total 1,362 [332 -2.2 
Payments to Crown corporations 
Canadian Broadcasting Corporation Wie: 200 15.6 
Canada Mortgage and 
Housing Corporation 150 158 53 
Other 140 200 42.9 
Total 463 558 20.5 
Operating and capital expenditures 
Defence 490 605 Zane 
All other departmental expenditures lois) 1,391 -8.2 
Total 2,005 1996 -0.4 
Total direct program spending 3,830 3,886 LS 
Total program expenditures 8.616 9,308 8.0 
Public debt charges 3,368 3,389 0.6 
Total budgetary expenditures 11,984 12,697 5.9 
Memorandum item: 
Total transfers 6,148 6,754 9.9 
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Table 2 
Budgetary revenues 
April 
2000 2001 Change 
($ millions) (%) 
Income taxes 
Personal income tax 7,347 8,953 21.9 
Corporate income tax To) 2,146 ee 
Other income tax revenue 342 364 6.4 
Total income tax 9,652 11,463 18.8 
Employment insurance 
premium revenues 1,784 1,809 1.4 
Excise taxes and duties 
Goods and services tax DOF 2,449 17.9 
Customs import duties 160 169 5.6 
Sales and excise taxes 612 645 5.4 
Total excise taxes and duties 2,849 3,263 14.5 
Total tax revenues 14,285 16;535 1528 
Non-tax revenues 652 714 9.5 
Total budgetary revenues 14,937 17,249 15:5 


Non-budgetary transactions resulted in a net 
requirement of $5.0 billion in April 2001, down 
from a net requirement of $5.3 billion in April 
2000. The lower requirement primarily reflected 
the first installment of pay equity settlement 
payments in the April 2000 results, which 
amounted to $1.6 billion. 


As a result, with a budgetary surplus of 

$4.6 billion and a net requirement of $5.0 billion, 
there was a financial requirement (excluding 
foreign exchange transactions) of $0.4 billion in 
April 2001, compared to a requirement of 

$2.3 billion in April 2000. 


Net financial requirement of $0.3 billion 
in April 2001 


Foreign exchange transactions represent all 
transactions in international reserves held in 

the Exchange Fund Account. The purpose of the 
Exchange Fund Account is to promote order and 
stability in the foreign exchange market. It fulfills 


this function by buying foreign exchange (selling 
Canadian dollars) when there is upward pressure 
on the value of the Canadian dollar and selling 
foreign exchange (buying Canadian dollars) when 
there is downward pressure. The buying of 
Canadian dollars represents a source of funds from 
exchange fund transactions, while the selling of 
Canadian dollars represents a requirement. 
Changes in foreign currency liabilities, which are 
undertaken to change the level of Canada’s foreign 
exchange reserves, also impact on foreign 
exchange transactions. Taking all of these factors 
into account, there was a net source of 

$158 million in April 2001, compared to a net 
source of $1.0 billion in April 2000. 


With a budgetary surplus of $4.6 billion, a net 
requirement of $5.0 billion from non-budgetary 
transactions and a net source of funds of 

$0.2 billion from foreign exchange transactions, 
there was a net financial requirement of 

$0.3 billion in April 2001, compared to a net 
requirement of $1.3 billion in April 2000. 


The Fiscal Monitor 


Table 6 
Condensed statement of assets and liabilities 
March 31, 2001 April 30, 2001 Change 
($ millions) 
Liabilities 
Accounts payable, accruals and allowances 43,511 39,611 -3,900 


Interest-bearing debt 
Pension and other accounts 


Public sector pensions 129,692 129,738 46 
Canada Pension Plan (net of securities) 6,409 6,009 -400 
Other pension and other accounts 7,080 7,101 Zi 
Total pension and other accounts 143,181 142,848 -333 


Unmatured debt 
Payable in Canadian dollars 


Marketable bonds 294,627 295,998 Low 

Treasury bills 88,700 88,000 -700 

Canada Savings Bonds pease} DOMaL -1 

Non-marketable bonds and bills 5.473 3,473 0 

Subtotal 412,553 413223 670 

Payable in foreign dollars 23171 3251.1 -600 

Total unmatured debt 445,724 445,794 70 

Total interest-bearing debt 588,905 588,642 -263 

Total liabilities 632,416 628,253 -4,163 

Assets 

Cash and accounts receivable Le.612 LS.725 113 

Foreign exchange accounts 50,010 50,168 158 
Loans, investments and advances 

(net of allowances) 14,268 14,386 118 

Total assets 82,890 83,279 389 

a te et 

Accumulated deficit (net public debt)! 549,526 544,974 -4,552 


‘Assumes fiscal balance of $15 billion for 2000-01. 


Net borrowings up slightly Cash balances at the end of April 2001 stood at 
$13.0 billion. The level of cash balances varies 
from month to month based on a number of 

factors including periodic large debt maturities, 
which can be quite volatile on a monthly basis. 


This financial requirement was financed by 
a draw down in cash balances of $0.2 billion 
and an increase of $0.1 billion in net borrowings. 
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Highlights 


May 2001: budgetary surplus of $2.9 billion 


There was a budgetary surplus of $2.9 billion in May 2001, compared to a surplus of $3.5 billion in 
May 2000. This year-over-year decline of $0.6 billion in the surplus was attributable to slightly lower 
budgetary revenues, coupled with higher program spending and public debt charges. 


April 2001 to May 2001: budgetary surplus of $7.4 billion 


The budgetary surplus was estimated at $7.4 billion for the April 2001 to May 2001 period, compared 
to the surplus of $6.5 billion reported in the same period of 2000-01. The increase in the year-over-year 
surplus was largely attributable to higher personal income tax settlement payments with respect to 
taxation year 2000. These payments were related to extraordinary developments, primarily the strong 


increase in capital gains for the 2000 taxation year. 


May 2001: budgetary results 


Budgetary revenues declined $0.1 billion, or 

0.5 per cent, in May 2001 on a year-over-year 
basis. All components except corporate and other 
income tax revenues were lower. 


Personal income tax revenues declined slightly, 
as higher final settlement payments related to 
the 2000 taxation year were more than offset 
by lower tax deductions from employment 
income, higher refunds and higher Canada 
Child Tax Benefit payments. The decline in tax 
deductions from employment income reflected 
the impact of the tax reduction measures 
announced in the February 2000 budget and the 
October 2000 Economic Statement and Budget 
Update, which came into effect on July 1, 2000, 
and January 1, 2001. 


Corporate income tax revenues were up 

$0.3 billion, or 14.3 per cent. This increase 
primarily reflects the tax instalment procedures, 
as operating profits of Canadian corporations 
declined in the first quarter of 2001. 
Corporations are required to remit monthly 
instalments based on either their previous year’s 
actual tax liability or their current year’s 


projected tax liability, with final settlement 
payments made within 60 days of the end of 
their taxation year. Throughout most of 2000-01, 
monthly tax instalments were based on the tax 
liability for 1999. However, corporate profits 
grew strongly in 2000, with the result that the 
monthly instalment payments understated the 
final tax liability for 2000-01. With monthly 
instalments now based on the tax liability 

for 2000, the year-over-year change in the 
monthly results could be misleading. 


Employment insurance (EI) premium revenues 
were virtually unchanged, as the decline in 
premium rates (the employee rate for 2001 is 
$2.25 per $100 of insurable earnings compared 
to $2.40 in 2000) offset the impact of the growth 
in the number of people employed and therefore 
paying premiums. 

Excise taxes and duties were down $0.2 billion, 
or 6.3 per cent. This decline reflected the timing 
of the payments of goods and services tax 
refunds and rebates, as noted in the April 2001 
Fiscal Monitor. 


Non-tax revenues were down sharply, primarily 
reflecting the timing of receipts. 
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Table | 
Summary statement of transactions 


May April to May 
2000 2001 2000-01 2001-02 


($ millions) 


Budgetary transactions 


Revenues 15,432 155353 30,370 32,601 
Program spending -8,547 -9,062 -17,165 -18,370 
Operating surplus 6,885 6,291 135205 14,231 
Public debt charges -3,387 -3,405 -6,754 -6,794 
Budgetary balance (deficit/surplus) 3,498 2,886 6,451 7,437 
Non-budgetary transactions PIS | Ivey) -2,541 -3,139 
Financial requirements/source 
(excluding foreign exchange transactions) 6,209 4,739 3,910 4,298 
Foreign exchange transactions 658 -295 LEGIS -137 
Net financial balance 6,867 4,444 025 4,161 
Net change in borrowings 149 -883 -5,640 -813 
Net change in cash balances 7,016 3,501 -117 3,348 
Cash balance at end of period 12,743 16,530 


Note: Positive numbers indicate a net source of funds. Negative numbers indicate a net requirement for funds. 


On a year-over-year basis, program spending The monthly fluctuations in these components 
increased by $0.5 billion, or 6.0 per cent. Among are due in large part to the timing of payments. 


the major components: 
Public debt charges, on a year-over-year basis, 


* Major transfers to persons were up 3.1 per cent, were up slightly, as an increase in the average 
reflecting higher elderly benefit payments as effective interest rate largely offset the impact of 
EI payments were lower. the decline in the stock of interest-bearing debt. 

¢ Major transfers to other levels of government 
were up 14.8 per cent, reflecting higher cash April 2001 to May 2001: budgetary results 
transfers under the Canada Health and Social 
Transfer (CHST). The increase in the CHST Over the first two months of fiscal year 2001-02, 
reflected the September 2000 agreement the budgetary surplus was estimated at $7.4 billion, 
reached by first ministers to increase base up $1 billion from the surplus reported in the same 
funding from $13.5 billion in 2000-01 to period of 2000-01. This increase in the surplus 
$17.3-billion in2001-02. ‘The decline in fiscal primarily reflects personal income tax settlement 
transfers was attributable to the timing of payments with respect to the 2000 taxation year. 


transfers to the territories. Budgetary revenues were up $2.2 billion, or 


* Direct program spending, consisting of total 7.3 per cent, on a year-over-year basis. Among 
program spending less the major transfers to the major components: 
persons and other levels of government, 
increased by 3.6 per cent. Subsidies and Personal income tax collections were up 
other transfers, and payments to Crown $1.6 billion, or 10.6 per cent. All of this increase 
corporations, were up strongly, largely offset was attributable to final tax payments with 


by lower operating and capital expenditures. respect to the 2000 taxation year, reflecting 
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Table 2 
Budgetary revenues 
May April to May 
2000 2001 Change 2000-01 2001-02 Change 
($ millions) (%) ($ millions) (%) 
Income taxes 
Personal income tax d2d9 ieee -0.7 14,628 16,178 10.6 
Corporate income tax 2,076 Pia 3) 14.3 4,039 4,519 19 
Other income tax revenue 250 305 220) 593 670 13.0 
Total income tax 9,605 9,903 Bal 19,260 2IS6] 10.9 
Employment insurance 
premium revenues ieee) 1,770 -0.3 3,559 3,579 0.6 
Excise taxes and duties 
Goods and services tax 2520 2,158 -14.4 4,597 4,607 0.2 
Customs import duties 130 226 73.8 290 395 36.2 
Sales and excise taxes 681 736 8.1 1,293 13582 6.9 
Total excise taxes and duties 3351 Sa120 -6.3 6,180 6,384 35 
Total tax revenues Pa et 14,793 0.6 28,999 31,330 8.0 
Non-tax revenues 721 560 -22.3 eval | eee -7.3 
Total budgetary revenues t9432 155355 -0.5 30,370 32,601 IL-8 


extraordinary developments in taxation 

year 2000. These included, among others, strong 
increases in capital gains for the 2000 taxation 
year. Dampening the impact of these settlement 
payments were higher refunds, reflecting the 
faster processing of returns to date, and the 
impact of the tax reduction measures announced 
in the February 2000 budget and the 

October 2000 Economic Statement and Budget 
Update. The tax reduction measures include 

the reduction in personal income tax rates, the 
elimination of the 5-per-cent surtax, increases 

in the thresholds, the restoration of full 
indexation of the personal income tax system 
and related benefits, and increases in the 
Canada Child Tax Benefit. 


Corporate income tax revenues were up 

$0.5 billion, or 11.9 per cent. This is 
considerably stronger than the reported 
increase in corporate profits so far this year, 
which suggests that the current experience 
reflects the effects of the remittance procedures 
and should be reversed once corporations file 
their final payments following the end of their 
taxation year. 


¢ EI premium revenues were up marginally, 
as the decline in premium rates for 2000 and 
2001 virtually offset the impact of prior-year 
adjustments and the growth in the number of 
people employed and therefore paying 
premiums. The employee rate for 2001 is 
$2.25 per $100 of insurable earnings, compared 
to $2.40 in 2000 and $2.55 in 1999. 


e Excise taxes and duties increased by 
$0.2 billion, or 3.3 per cent. Most of the 
increase was the result of higher customs 
import duties. 


e Non-tax revenues were down 7.3 per cent. 


Program spending increased by $1.2 billion, or 
7.0 per cent, in the April 2001 to May 2001 period, 
compared to the same period last year. 


¢ Transfers to persons were up 3.9 per cent, 
attributable to higher elderly benefits, reflecting 
an increase in the number of individuals eligible 
for benefits and higher average benefits, which 
are indexed to inflation, and an increase in 
EI benefit payments. 
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Table 3 
Budgetary expenditures 
May April to May 
2000 2001 Change 2000-01 2001-02 Change 
($ millions) (%) ($ millions) (%) 
Transfer payments to: 
Persons 
Elderly benefits Lon 2,091 6.0 3,969 4,154 4.7 
Employment insurance benefits 906 875 -3.4 1,944 1,988 2 
Total 2,878 2,966 Sul Se 6,142 3.9 
Other levels of government 
Canada Health and Social Transfer 1,125 1,442 Vike Sh 2,290 2,883 Doel 
Fiscal transfers 1,064 O35 -2.7 1,895 2,041 Leh 
Alternative Payments for 
Standing Programs -205 -200 -2.4 -411 -400 -2.7 
Total 1,984 RIM 14.8 3,734 4,524 22 
Direct program spending 
Subsidies and other transfers 
Agriculture 14 192 1,271.4 J 230 945.5 
Foreign Affairs 89 62 -30.3 144 184 27.8 
Health 125 188 50.4 188 198 D3 
Human Resources Development 60 27. TE 7 68 152 1235 
Indian and Northern Development ie ORS -29.0 1,158 916 -20.9 
Industry and Regional Development 124 40 -67.7 t2 152 0.0 
Veterans Affairs 2A 124 Die) 23h 242 Phe 
Other 96 162 68.8 340 382 12.4 
Total 946 i120 18.4 2,309 2,456 6.4 
Payments to Crown corporations 
Canadian Broadcasting Corporation 42 40 -4.8 Zs 240 11.6 
Canada Mortgage and 
Housing Corporation 150 158 he) 300 316 53 
Other 65 a2 41.5 205 293 42.9 
Total 27 290 12.8 720 849 Meo, 
Operating and capital expenditures 
Defence 667 602 -9.7 [e057 207, Bee. 
All other departmental expenditures 1,815 1,807 -0.4 Bee By! S192 -4.2 
Total 2,482 2,409 -2.9 4,489 4,399 -2.0 
ee ee ae = ee eee eee 
Total direct program spending 3,685 3,819 3.6 a8 7,704 PAS) 
Total program expenditures 8,547 9,062 6.0 IGS 18,370 7.0 
Public debt charges 3,387 3,405 0.5 6,754 6,794 0.6 
ee ee eee 
Total budgetary expenditures 11,934 12,467 4.5 23,919 25,164 a2 


Memorandum item: 
Total transfers 5,808 6,363 9.6 11,956 135123 9.8 


¢ Major transfers to other levels of government 
were up 21.2 per cent, reflecting higher cash 
transfers under the CHST and fiscal transfers 
programs. The increase in the CHST reflected 
the September 2000 agreement reached by first 
‘ministers to increase base funding from 
$13.5 billion in 2000-01 to $17.3 billion in 
2001-02. The increase in fiscal transfers was 
primarily due to higher equalization 
entitlements, reflecting the continued stronger 
growth in Ontario than in the equalization- 
receiving provinces. 


¢ Direct program spending, consisting of total 
program spending less the major transfers to 
persons and other levels of government, 
increased by 2.5 per cent. During the first few 
months of the fiscal year, developments in this 
component are largely affected by the timing 
of payments. 


Public debt charges were virtually unchanged, 

as the impact of the decline in the stock of interest- 
bearing debt was offset by an increase in the 
average effective interest rate on that debt. 


Financial source of $4.3 billion 
(excluding foreign exchange transactions) 
for April 2001 to May 2001 


The budgetary balance is presented on a modified 
accrual basis of accounting, recording government 
liabilities when they are incurred, regardless of 
when the cash payment is made. In addition, the 
budgetary balance includes only those activities 
over which the Government has legislative control. 


In contrast, financial requirements/source measures 
the difference between cash coming in to the 
Government and cash going out. Financial 
requirements/source differs from the budgetary 
balance as the former includes transactions in 
loans, investments and advances, federal 
employees’ pension accounts, other specified 
purpose accounts, and changes in other financial 
assets and liabilities. These activities are included 
as part of non-budgetary transactions. The 
conversion from accrual to cash is also reflected 
in non-budgetary transactions. 


Non-budgetary transactions resulted in a net 
requirement of $3.1 billion in the first two months 
of 2001-02, compared to a net requirement of 
$2.5 billion in the same period in 2000-01. 
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As a result, with a budgetary surplus of 

$7.4 billion and a net requirement of $3.1 billion 
from non-budgetary transactions, there was a 
financial source (excluding foreign exchange 
transactions) of $4.3 billion in the April 2001 to 
May 2001 period, compared to a financial source 
of $3.9 billion in the same period last year. 


Net financial source of $4.2 billion 
for April 2001 to May 2001 


Foreign exchange transactions represent all 
transactions in international reserves held in the 
Exchange Fund Account. The purpose of the 
Exchange Fund Account is to promote order and 
stability in the foreign exchange market. The 
buying of Canadian dollars represents a source of 
funds from exchange fund transactions, while the 
selling of Canadian dollars represents a 
requirement. Changes in foreign currency 
liabilities, which are undertaken to change the 
level of Canada’s foreign exchange reserves, also 
impact on foreign exchange transactions. Taking 
all of these factors into account, there was a net 
requirement of $0.1 billion in the first two months 
of 2001-02, compared to a net source of 

$1.6 billion in the same period in 2000-01. 


With a budgetary surplus of $7.4 billion, a net 
requirement of $3.1 billion from non-budgetary 
transactions and a net requirement of $0.1 billion 
from foreign exchange transactions, there was 

a net financial source of $4.2 billion in the 

April 2001 to May 2001 period, compared to 

a net source of $5.5 billion in the same period 

in 2000-01. 


Net borrowings down $0.8 billion 
for April 2001 to May 2001 


This financial source has allowed the Government 
to reduce its holding of market debt by $0.8 billion 
to the end of May 2001. In addition, cash balances 
increased by $3.3 billion to stand at $16.5 billion. 
The level of cash balances varies from month to 
month based on a number of factors including 
periodic large debt maturities, which can be quite 
volatile on a monthly basis. 
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Table 4 
The budgetary balance and financial requirements/source 
May April to May 
2000 2001 2000-01 2001-02 
($ millions) 
Budgetary balance (deficit/surplus) 3,498 2,886 6,451 TA3T 
Loans, investments and advances 
Crown corporations i 47 7 180 
Other -10 -42 96 -57 
Total -3 5 103 123 
Specified purpose accounts 
Canada Pension Plan Account PANS) 627 -175 Dad 
Superannuation accounts 236 -24] 543 -193 
Other -47 S| -90) at 
Total 398 417 278 85 
Other transactions PreK 1,431 -2,922 -3,347 
Total non-budgetary transactions 21 1,853 -2,541 -3,139 
Financial requirements/source 
(excluding foreign exchange transactions) 6,209 4,739 3,910 4,298 
Foreign exchange transactions 658 -295 Gls “137, 
Net financial balance 6,867 4,444 5,923: 4,161 
Table 5 
Net financial balance and net borrowings 
May April to May 
2000 2001 2000-01 2001-02 
($ millions) 
Net financial balance 6,867 4,444 28 y's) 4,161 
Net increase (+)/decrease (-) in borrowings 
Payable in Canadian dollars 
Marketable bonds 3,362 -225 5,262 1,146 
Canada Savings Bonds -141 -79 -147 -80 
Treasury bills -1,700 -300 -8,950 -1,000 
Other 200 0 -200 0 
Total aa -604 -3,635 66 
Payable in foreign currencies 
Marketable bonds -2,174 -1,576 -2,174 -1,576 
Notes and loans 
Canada bills 602 1,360 169 870 
Canada notes -63 -173 
Total -1,572 -279 -2,005 -879 
Net change in borrowings 149 -883 -5,640 -813 
Change in cash balance 7,016 3,561 -117 3,348 
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Table 6 
Condensed statement of assets and liabilities 
March 31, 2001 May 31, 2001 Change 
($ millions) 
Liabilities 
Accounts payable, accruals and allowances 43,511 40,164 -3,347 


Interest-bearing debt 
Pension and other accounts 


Public sector pensions 129,692 129,499 -193 
Canada Pension Plan (net of securities) 6,409 6,636 227 
Other pension and other accounts 7,080 AAS 51 
Total pension and other accounts 143,181 143,266 85 


Unmatured debt 
Payable in Canadian dollars 


Marketable bonds 294,627 ZOS413 1,146 

Treasury bills 88,700 87,700 -1,000 

Canada Savings Bonds Ze 3 25,013 -80 

Other 3,473 3,473 0 

Subtotal A12:553 412,619 66 

Payable in foreign currencies prensa 32,292 -879 

Total unmatured debt 445,724 444,911 -813 

Total interest-bearing debt 588,905 588,177 -728 

Total liabilities 632,416 628,341 -4,075 

Assets 

Cash and accounts receivable 18,612 21,960 3,348 

Foreign exchange accounts 50,010 50,147 Ne, 
Loans, investments and advances 

(net of allowances) 14,268 14,145 -123 

Total assets 82,890 86,252 3,362 

Accumulated deficit (net public debt) 549,526 542,089 pA) 


Note: Assumes fiscal balance of $15 billion for 2000-01. 
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Note to Readers: 


The Government’s financial statements are 
presented on a modified accrual basis of 
accounting. This means that while most operating 
expenditures and non-tax revenues are recorded in 
the financial statements when they are incurred or 
earned (even if cash is not paid out or received 
until later), tax revenues are accounted for when 
cash is received and the entire amount of capital 
acquisitions, such as buildings, are treated as 
expenditures when acquired. In the February 1995 
budget the Government announced its intention to 
adopt full accrual accounting. To this end, it has 
successfully introduced the Financial Information 
Strategy (FIS), a multi-year project which 
modernized financial systems and accounting 
practices. FIS consists of three components: the 


implementation of new financial systems, the 
adoption of full accrual accounting, and the 
provision of improved financial information to 
managers. In the 2000 budget the Government set 
a target date of 2001-02 for implementation of the 
first two components of FIS. 


For the time being the monthly results for 2001-02 
will continue to be presented on a modified 
accrual basis of accounting. However, the final 
audited financial statements for 2001-02, 
scheduled for release in the fall of 2002, will be 
presented on a full accrual basis of accounting. 
Previous years’ results will also be restated on 

a full accrual basis. For more information, 

see the backgrounder Implementation of Full 
Accrual Accounting in the Federal Government’s 
Financial Statements at www.fin.gc.ca. 


For additional copies or subscription inquiries, please contact the Distribution Centre at (613) 995-2855. 
For other inquiries about this publication, contact Peter DeVries at (613) 996-7397. 


Also available on the Internet (including advance tentative release dates) at http://www.fin.gc.ca/ &) 


Cet imprimé est également offert en francais. 
August 2001 
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Highlights 


June 2001: budgetary surplus of $2.5 billion 


There was a budgetary surplus of $2.5 billion in June 2001, up slightly from the surplus of $2.3 billion 
in June 2000. This year-over-year increase was attributable to somewhat higher budgetary revenues, as 


total expenditures were virtually unchanged. 


April 2001 to June 2001: budgetary surplus of $9.9 billion 


The budgetary surplus was estimated at $9.9 billion for the April 2001 to June 2001 period, compared 
to the surplus of $8.7 billion reported in the same period of 2000-01. The increase in the year-over-year 
surplus was largely attributable to higher personal income tax settlement payments with respect to the 
2000 taxation year. These payments related to extraordinary developments, primarily the strong increase 


in capital gains for the 2000 taxation year. 


June 2001: budgetary results 


Budgetary revenues increased $0.2 billion, 

or 1.1 per cent, in June 2001 on a year-over-year 
basis. Among the major components, only personal 
income tax revenues were lower. 


lj a Department of Finance Ministere des Finances 


Personal income tax revenues declined by 

$0.5 billion, or 7.4 per cent, primarily reflecting 
lower deductions from employment income, 
largely attributable to the impact of the tax 
reduction measures announced in the February 
2000 budget and the October 2000 Economic 
Statement and Budget Update, which came into 
effect on July 1, 2000, and January 1, 2001. 
Lower refunds, reflecting timing factors, 

served to dampen the overall decline. 


Corporate income tax revenues were up 
$0.2 billion, or 8.0 per cent. As noted in previous 
Fiscal Monitors, the current year-over-year 
increase primarily reflects the tax instalment 
procedures, as operating profits of Canadian 
corporations declined in the first quarter of 2001. 
Corporations are required to remit monthly 
instalments based on either their previous year’s 
actual tax liability or their current year’s 
projected tax liability, with final settlement 


Canada Canada 


payments made within 60 days of the end of 
their taxation year. Throughout most of 2000-01, 
monthly tax instalments were based on the tax 
liability for 1999. However, corporate profits 
grew strongly in 2000, with the result that the 
monthly instalment payments understated the 
final tax liability for 2000-01. With monthly 
instalments now based on the tax liability for 
2000, the year-over-year change in the monthly 
results could be misleading. 


Employment insurance (EI) premium revenues 
were virtually unchanged, as the decline in 
premium rates (the employee rate for 2001 is 
$2.25 per $100 of insurable earnings compared 
to $2.40 in 2000) offset the impact of the 
growth in the number of people employed 

and therefore paying premiums. 


Excise taxes and duties were up $0.4 billion, 
or 14.7 per cent. This increase reflected 
strong advances in both goods and service tax 
revenues and customs import duties, in part 
attributable to the timing of payments 

and refunds. 
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Table | 
Summary statement of transactions 


June April to June 


2000 2001 2000-01 2001-02 


Budgetary transactions 
Revenues 


Program spending 

Operating surplus 

Public debt charges 

Budgetary balance (deficit/surplus) 
Non-budgetary transactions 


Financial requirements/source 
(excluding foreign exchange transactions) 


Foreign exchange transactions 
Net financial balance 

Net change in borrowings 

Net change in cash balances 


Cash balance at end of period 


($ millions) 


14,860 15,029 45,229 47,631 
“O13 -9,446 -26,276 -27,816 
5,747 D085 85953 19,815 
-3,450 -3,111 -10,205 -9,904 
9), 2,472 8,748 yA 
2/25. -7,567 -9,802 -10,704 
-4,956 -5,095 -1,054 -793 
258) 449 2,168 S12 
-4,401 -4,646 1,114 -48] 
520 -8,170 -5,286 -8,983 
-4,048 -12,816 -4,172 -9,464 
8,789 3,708 


Note: Positive numbers indicate a net source of funds. Negative numbers indicate a net requirement for funds. 


On a year-over-year basis, program spending 
increased by $0.3 billion, or 3.7 per cent, 
reflecting strong increases in transfers to persons 
and other levels of government, dampened by 
lower direct program spending. Among the 
major components: 


¢ Major transfers to persons were up $0.2 billion, 
or 8.4 per cent, reflecting both higher elderly 
and EI benefit payments. The increase in 
EI benefit payments primarily reflects the 
impact of policy enhancements announced in 
the February 2000 budget and last September. 


* Major transfers to other levels of government 
were up $0.4 billion, or 20.4 per cent, 
reflecting higher cash transfers under the 
Canada Health and Social Transfer (CHST) 
and fiscal transfer programs. The increase in the 
CHST reflected the September 2000 agreement 
reached by first ministers to increase base 
funding from $13.5 billion in 2000-01 to 
$17.3 billion in 2001-02. The increase in 
fiscal transfers is attributable to higher 
equalization entitlements. 


¢ Direct program spending, consisting of 
total program spending less major transfers 
to persons and other levels of government, 
declined by $0.3 billion, or 6.4 per cent. 
Subsidies and other transfers, payments 
to Crown corporations and non-defence 
departmental operating and capital 
expenditures were lower. The monthly 
fluctuations in these components are due 
in large part to the timing of payments. 


Public debt charges, on a year-over year basis, 
were down $0.3 billion, or 9.8 per cent, largely 
reflecting adjustments to previous months’ 
estimates. 


April 2001 to June 2001: budgetary results 


Over the first three months of fiscal year 2001-02, 
the budgetary surplus was estimated at $9.9 billion, 
up $1.2 billion from the surplus reported in the 
same period of 2000-01. This increase in the 
surplus primarily reflects higher personal income 
tax settlement payments with respect to the 

2000 taxation year. 


The Fiscal Monitor 


Table 2 
Budgetary revenues 


June April to June 
2000 2001 Change 2000-01 2001-02 Change 
($ millions) (%) ($ millions) (%) 
Income taxes 
Personal income tax Theis 6,682 -7.4 21,842 22,860 4.7 
Corporate income tax 2,141 PI 3 Wd 8.0 6,180 6,832 10.6 
Other income tax revenue 218 243 les 811 913 12.6 
Total income tax 9,574 937 -3.5 28,833 30,605 6.1 
Employment insurance 
premium revenues 1,750 1,748 -0.1 5,309 33327 0.3 
Excise taxes and duties 
Goods and services tax 1,898 2,196 i 6,495 6,804 48 
Customs import duties 165 278 68.5 455 673 47.9 
Sales and excise taxes 786 794 1.0 2,079 2174 4.6 
Total excise taxes and duties 2,849 3,268 14.7 9,029 9,651 6.9 
Total tax revenues 14,173 14.255 0.6 AS 171 45,583 5.6 
Non-tax revenues 687 776 13.0 2,058 2,048 -0.5 
Total budgetary revenues 14,860 15,029 ite 45,229 47,631 ye) 


in corporate profits so far this year, which 
suggests that the current experience reflects 

the effects of the remittance procedures and 
should be revised once corporations adjust their 
remittances to reflect weaker profits in 2001. 


Budgetary revenues were up $2.4 billion, 
or 5.3 per cent, on a year-over-year basis. Among 
the major components: 


¢ Personal income tax collections were up 


$1.0 billion, or 4.7 per cent. All of this » EI premium revenues were up marginally, 


increase was attributable to final tax payments 
received in April and May with respect to 

the 2000 taxation year, reflecting extraordinary 
developments in taxation year 2000, primarily 
strong increases in capital gains. Dampening the 
impact of these settlement payments was the 
impact of the tax reduction measures announced 
in the February 2000 budget and the 

October 2000 Economic Statement and 

Budget Update. These included the reduction in 


as the decline in premium rates for 2000 and 
2001 virtually offset the impact of prior-year 
adjustments and the growth in the number 

of people employed and therefore paying 
premiums. The employee rate for 2001 is 

$2.25 per $100 of insurable earnings, compared 
to $2.40 in 2000 and $2.55 in 1999. 


Excise taxes and duties increased by 
$0.6 billion, or 6.9 per cent, in line with the 
underlying increase in consumer expenditures. 


personal income tax rates, the elimination of the 
5-per-cent surtax, increases in the thresholds, 
the restoration of full indexation of the personal 
income tax system and related benefits, and 
increases in the Canada Child Tax Benefit. 


e Non-tax revenues were down slightly. 


Program spending increased by $1.5 billion, or 
5.9 per cent, in the April 2001 to June 2001 period, 
compared to the same period last year. 


¢ Transfers to persons were up 5.3 per cent, 
attributable to higher elderly and EI benefit 
payments. The increase in elderly benefit 


¢ Corporate income tax revenues were up 
$0.7 billion, or 10.6 per cent. This is 
considerably stronger than the reported increase 
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Table 3 
Budgetary expenditures 


June April to June 
2000 2001 Change 2000-01 2001-02 Change 
($ millions) (%) ($ millions) (%) 
Transfer payments to: 
Persons 
Elderly benefits 1,967 2,050 4.2 5,936 6,204 4.5 
Employment insurance benefits Jew) 903 193 2102 2,891 7.0 
Total 2,724 NS DBS: 8.4 8,638 2025 Be. 
Other levels of government 
Canada Health and Social Transfer L25 1,442 262 3,515 4.325 28.1 
Fiscal transfers 99] 1,057 6.7 2,886 3,099 ee 
Alternative Payments for 
Standing Programs -206 -200 -2.9 -617 -600 -2.8 
Total 1910 ISS) 20.4 5,644 6,824 209 
Direct program spending 
Subsidies and other transfers 
Agriculture 5 ey Psi 381 
Foreign Affairs Oy) 14] 42.4 243 SPS, 530) 
Health 66 hs eR) 254 213 Ts 
Human Resources Development 228 86 -62.3 296 239 = 19% 
Indian and Northern Development 323 250 -21.1 1,481 eal -20.9 
Industry and Regional Development 131 174 32.8 283 326 l52 
Veterans Affairs 118 123 4.2 a5) 366 Ball 
Other 474 162 -65.8 S12 542 -33.3 
Total 1,444 1,168 -19.1 SWE} 3,023 -3.4 
Payments to Crown corporations 
Canadian Broadcasting Corporation 70 80 14.3 285 320 3 
Canada Mortgage and 
Housing Corporation 170 158 -7.1 470 474 0.9 
Other 144 96 -33.3 349 389 IIS) 
Total 384 334 -13.0 1,104 1,183 F2 
Operating and capital expenditures 
Defence 874 1,109 26.9 2032 PENNS 14.1 
All other departmental expenditures aa 1,583 -10.9 5,107 4,773 -6.5 
Total 2,651 2,692 eS er 39 7,091 -0.7 
Total direct program spending 4,479 4,194 -6.4 11,994 [13897 -0.8 
Total program expenditures SB} 9,446 aa: 26,276 21 O16 Sy 
Public debt charges 3,450 Salil -9.8 10,205 9,904 -2.9 
Total budgetary expenditures 12,563 [2557 0.0 36,48 | 37,120 3.4 
Memorandum item: 
Total transfers 6,078 6,420 5.6 18,033 19,542 8.4 
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payments reflects an increase in the number 
of individuals eligible for benefits and higher 


average benefits, which are indexed to inflation. 


The increase in EI benefit payments primarily 
reflects the impact of the program 
enhancements. 


e Major transfers to other levels of government 
were up 20.9 per cent, reflecting higher cash 
transfers under the CHST and fiscal transfer 
programs. The increase in the CHST reflected 
the September 2000 agreement reached by 
first ministers to increase base funding from 
$13.5 billion in 2000-01 to $17.3 billion in 
2001-02. The increase in fiscal transfers 
was primarily due to higher equalization 
entitlements, reflecting the continued stronger 
growth in Ontario than in the equalization- 
receiving provinces. 


e Direct program spending, consisting of total 
program spending less the major transfers 
to persons and other levels of government, 
declined by 0.8 per cent. During the first few 
months of the fiscal year, developments in this 
component are largely affected by the timing 
of payments. 


Public debt charges were down 2.9 per cent, 
reflecting the impact of declines in both the stock 
of interest-bearing debt and in the average 
effective interest rate on that debt. 


Financial requirement of $0.8 billion 
(excluding foreign exchange transactions) 
for April 2001 to June 2001 


The budgetary balance is presented on a modified 
accrual basis of accounting, recording government 
liabilities when they are incurred, regardless of 
when the cash payment is made. In addition, the 
budgetary balance includes only those activities 


over which the Government has legislative control. 


In contrast, financial requirements/source 
measures the difference between cash coming in 
to the Government and cash going out. Financial 
requirements/source differs from the budgetary 
balance as the former includes transactions 

in loans, investments and advances, federal 
employees’ pension accounts, other specified 
purpose accounts, and changes in other financial 


assets and liabilities. These activities are included 
as part of non-budgetary transactions. The 
conversion from accrual to cash is also reflected 
in non-budgetary transactions. 


Non-budgetary transactions resulted in a net 
requirement of $10.7 billion in the first three 
months of 2001-02, compared to a net requirement 
of $9.8 billion in the same period in 2000-01. 
Traditionally, there are large requirements in the 
first half of any fiscal year, reflecting the payment 
of personal income tax refunds and certain 
liabilities, which were recognized in previous 
years’ budgetary results. 


As a result, with a budgetary surplus of 

$9.9 billion and a net requirement of $10.7 billion 
from non-budgetary transactions, there was a 
financial requirement (excluding foreign exchange 
transactions) of $0.8 billion in the April 2001 to 
June 2001 period, compared to a net requirement 
of $1.1 billion in the same period last year. 


Net financial requirement of $0.5 billion 
for April 2001 to June 2001 


Foreign exchange transactions represent all 
transactions in international reserves held in 

the Exchange Fund Account. The purpose of 

the Exchange Fund Account is to promote order 
and stability in the foreign exchange market. 

The buying of Canadian dollars represents a 
source of funds from exchange fund transactions, 
while the selling of Canadian dollars represents 
a requirement. Changes in foreign currency 
liabilities, which are undertaken to change the 
level of Canada’s foreign exchange reserves, also 
impact on foreign exchange transactions. Taking 
all of these factors into account, there was a net 
source of $0.3 billion in the first three months of 
2001-02, compared to a net source of $2.2 billion 
in the same period in 2000-01. 


With a budgetary surplus of $9.9 billion, a net 
requirement of $10.7 billion from non-budgetary 
transactions and a net source of $0.3 billion from 
foreign exchange transactions, there was a net 
financial requirement of $0.5 billion in the 

April 2001 to June 2001 period, compared to 

a net source of $1.1 billion in the same period 

in 2000-01. 
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Table 4 
The budgetary balance and financial requirements/source 


June April to June 
2000 2001 2000-01 2001-02 
($ millions) 
Budgetary balance (deficit/surplus) 2,297 2,472 8,748 eee! 
Loans, investments and advances 
Crown corporations 188 Sys 196 22 
Other 18 92 113 34 
Total 206 144 309 266 
Specified purpose accounts 
Canada Pension Plan Account 150 -670) -26 -443 
Superannuation accounts 97 -302 640 -496 
Other -134 -75 -227 -22 
Total lit 3 -1,047 387 -961 
Other transactions -7,572 -6,664 -10,498 -10,009 
Total non-budgetary transactions -7,253 -7,567 -9,802 -10,704 
Financial requirements/source 
(excluding foreign exchange transactions) -4,956 -5,095 -1,054 -793 
Foreign exchange transactions 555 449 2,168 312 
Net financial balance -4,401 -4,646 1,114 -48] 
Table 5 
Net financial balance and net borrowings 
June April to June 
2000 2001 2000-01 2001-02 
($ millions) 
Net financial balance -4,401 -4,646 1it4 -481 
Net increase (+)/decrease (-) in borrowings 
Payable in Canadian dollars 
Marketable bonds 3,963 -3,187 9,226 -2,041 
Canada Savings Bonds -256 -86 -403 -166 
Treasury bills -3,600 -3,600 -12,500 -4,600 
Other 500 -4 700 -4 
Total 607 -6,877 -2,977 -6,811 
Payable in foreign currencies 
Marketable bonds -2,174 -1,576 
Notes and loans =| =A 
Canada bills -254 252 -85 -382 
Canada notes -173 
Total -254 2 -2,259 -2,172 
Net change in borrowings 353 -5,666 5.250 -8,983 
Change in cash balance -4,048 -10,312 -4,122 -9,464 
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Table 6 
Condensed statement of assets and liabilities 
March 31, 2001 June 30, 2001 Change 
($ millions) 
Liabilities 
Accounts payable, accruals and allowances 43,511 53,502 -10,009 


Interest-bearing debt 
Pension and other accounts 


Public sector pensions 129,692 129,196 -496 
Canada Pension Plan (net of securities) 6,409 5,966 -443 
Other pension and other accounts 7,080 7,058 -22 
Total pension and other accounts 143,181 142,220 -961 


Unmatured debt 
Payable in Canadian dollars 


Marketable bonds 294,627 292,586 -2,041 

Treasury bills 88,700 84,100 -4,600 

Canada Savings Bonds Apa) 25,50), -166 

Other 3,473 3,469 -4 

Subtotal 412,553 405,742 -6,811 

Payable in foreign currencies BS eal 30,999 a I: 

Total unmatured debt 445,724 436,741 -8,983 

Total interest-bearing debt 588,905 578,961 -9,944 

Total liabilities 632,416 612,463 -19,953 

Assets 

Cash and accounts receivable 18,612 9,148 -9,464 

Foreign exchange accounts 50,010 49,698 -312 
Loans, investments and advances 

(net of allowances) 14,268 14,002 -266 

Total assets 82,890 72,848 -10,042 

Accumulated deficit (net public debt) 549,526 539,615 -9,911 


Note: Assumes fiscal balance of $15 billion for 2000-01. 


The Fiscal Monitor 


Net. borrowings down $9 billion 
for April 2001 to June 2001 


Although there was a net financial requirement in 
the first three months of 2001-02, the Government 
did reduce its holding of market debt by $9 billion 
through the drawing down of cash balances. The 
level of cash balances varies from month to month 
based on a number of factors including periodic 
large debt maturities, which can be quite volatile 
on a monthly basis. At the end of June 2001, they 
stood at $3.7 billion, down $9.5 billion from 
March 31, 2001. 


Note to Readers: 


The Government’s financial statements are 
presented on a modified accrual basis of 
accounting. This means that while most operating 
expenditures and non-tax revenues are recorded in 
the financial statements when they are incurred or 
earned (even if cash is not paid out or received 
until later), tax revenues are accounted for when 
cash is received and the entire amount of capital 
acquisitions, such as buildings, are treated as 


expenditures when acquired. In the February 1995 
budget, the Government announced its intention 
to adopt full accrual accounting. To this end, it has 
successfully introduced the Financial Information 
Strategy (FIS), a multi-year project which 
modernized financial systems and accounting 
practices. FIS consists of three components: the 
implementation of new financial systems, the 
adoption of full accrual accounting, and the 
provision of improved financial information to 
managers. In the 2000 budget, the Government set 
a target date of 2001-02 for implementation of the 
first two components of FIS. 


For the time being, the monthly results for 
2001-02 will continue to be presented on a 
modified accrual basis of accounting. However, 
the final audited financial statements for 2001-02, 
scheduled for release in the fall of 2002, will be 
presented on a full accrual basis of accounting. 
Previous years’ results will also be restated on 

a full accrual basis. For more information, see the 
backgrounder /mplementation of Full Accrual 
Accounting in the Federal Government’s Financial 
Statements at www.fin.gc.ca. 


For additional copies or subscription inquiries, please contact the Distribution Centre at (613) 995-2855. 
For other inquiries about this publication, contact Peter DeVries at (613) 996-7397. 


Also available on the Internet (including advance tentative release dates) at http://www.fin.gc.ca/ &) 
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There was a budgetary surplus of $0.8 billion in July 2001, down $1.0 billion from the revised surplus 
of $1.8 billion in July 2000.! This year-over-year decline was attributable to lower budgetary revenues 
(down $0.5 billion) and higher program spending (up $0.7 billion), dampened slightly by lower public 


debt charges (down $0.2 billion). 


April 2001 to July 2001: budgetary surplus of $10.7 billion 


The budgetary surplus was estimated at $10.7 billion for the April 2001 to July 2001 period, compared 

to the surplus of $10.5 billion reported in the same period of 2000-01. The increase in the year-over-year 
surplus was attributable to higher personal income tax settlement payments with respect to the 

2000 taxation year. These payments related to extraordinary developments, primarily the strong increase 
in capital gains for the 2000 taxation year. This impact has been largely offset by lower personal income 
tax revenues from employment income (primarily due to the impact of tax reduction measures) and higher 
program spending (particularly higher transfers to other levels of government). 


| The surplus for July 2000 was revised down from the originally reported estimate of $3.2 billion to $1.8 billion. 


This was due to a misclassification of revenues between July 2000 and August 2000. The August 2000 budgetary balance 


will be adjusted accordingly. 


July 2001: budgetary results 


Budgetary revenues decreased $0.5 billion, or 

3.3 per cent, in July 2001 on a year-over-year basis, 
primarily attributable to lower personal income 

tax revenues. 


¢ Personal income tax revenues declined by 
$1.1 billion, or 15.0 per cent, primarily reflecting 
timing factors affecting revenues reported in 
July and August of 2000 (July was up strongly 
while August receipts were lower) and the 
impact of the tax reduction measures 
announced in the February 2000 budget and 
the October 2000 Economic Statement and 
Budget Update. In addition, payments under 
the Canada Child Tax Benefit were higher due 
to enhancements in previous budgets. 
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¢ Corporate income tax revenues were up 
$0.3 billion, or 19.6 per cent. As noted 
in previous Fiscal Monitors, the current 
year-over-year increase primarily reflects the 
tax instalment procedures, as operating profits 
of Canadian corporations declined in the first 
quarter of 2001. Corporations are required to 
remit monthly instalments based on either their 
previous year’s actual tax liability or their 
current year’s projected tax liability, with final 
settlement payments made within 60 days of the 
end of their taxation year. Throughout most of 
2000-01 monthly tax instalments were based on 
the tax liability for 1999. However, corporate 
profits grew strongly in 2000, with the result that 
the monthly instalment payments understated 
the final tax liability for 2000-01. With monthly 
instalments now based on the tax liability for 
2000, the year-over-year change in the monthly 
results could be misleading. 
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Table | 
Summary statement of transactions 


July April to July 
2000 2001 2000-01 2001-02 


($ millions) 


Budgetary transactions 


Revenues 14,334 13,868 DOS 61,498 
Program spending -9,066 -9,74] -35,343 -3 7,597 
Operating surplus 5,268 4,127 24,222 23,941 
Public debt charges -3,499 -3,345 -13,703 -13,250 
Budgetary balance (deficit/surplus) 1,769 Vy! 10,519 10,691 
Non-budgetary transactions 247) 1,041 Tage -9,666 
Financial requirements/source 
(excluding foreign exchange transactions) 4,190 S23 3,142 1025 
Foreign exchange transactions -899 -443 1,268 -131 
Net financial balance B29 1,380 4,410 894 
Net change in borrowings -7,636 -1,589 -12,921 -10,573 
Net change in cash balances -4,345 -209 -8,511 -9,679 
Cash balance at end of period 4,440 3,499 


Note: Positive numbers indicate a net source of funds. Negative numbers indicate a net requirement for funds. 
Numbers for July 2000 have been revised (see footnote in box on first page). 


¢ Employment insurance (EI) premium revenues On a year-over-year basis, program spending 
were slightly lower, as the decline in premium increased by $0.7 billion, or 7.4 per cent, 
rates (the employee rate for 2001 is $2.25 per reflecting strong increases in transfers to persons 
$100 of insurable earnings compared to $2.40 in and other levels of government. Among the 
2000) more than offset the impact of the growth major components: 


in the number of people employed and therefore 


paying premiums ¢ Major transfers to persons were up $0.3 billion, 
g S: 


or 11.2 per cent, reflecting both higher 
elderly and EI benefit payments. The increase 
in EI benefit payments reflects the impact 

of policy enhancements announced in the 
February 2000 budget and last September, 

as well as an increase in the number of 


¢ Excise taxes and duties were up $0.1 billion, 
or 3.8 per cent. This increase reflected strong 
advances in both customs import duties and 
sales and excise taxes. The increase in the latter 
was primarily due to the increase in tobacco 
excise taxes, which became effective 


beneficiaries. 

April 6, 2001. Goods and services tax (GST) 
revenues declined 4.3 per cent, primarily due to ¢ Major transfers to other levels of government 
an increase in refunds related to under-reporting were up $0.4 billion, or 20.6 per cent, reflecting 
in previous periods, as well as higher higher cash transfers under the Canada Health 
quarterly tax credits, reflecting the indexation and Social Transfer (CHST) and fiscal transfer 
of these credits, as announced in the programs. The increase in the CHST reflected 
February 2000 budget. the September 2000 agreement reached by 

* Non-tax revenues were up strongly, primarily first ministers to increase base funding from 
reflecting the timing of receipts. $13.5 billion in 2000-01 to $17.3 billion in 


2001-02. The increase in fiscal transfers is 
attributable to higher equalization entitlements. 
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Table 2 
Budgetary revenues 
July April to July 
2000 2001 Change 2000-01 2001-02 Change 
($ millions) (%) ($ millions) (%) 
Income taxes 
Personal income tax 7,476 6,358 -15.0 29 B19 290 ih -0.3 
Corporate income tax 1EOUS) 2.028 19.6 TST 8,859 EPs 
Other income tax revenue 298 291 -2.3 1,109 1,203 8.5 
Total income tax 9,469 SO -8.4 38,303 39,279 Di) 
Employment insurance 
premium revenues 1,667 1,654 -0.8 6,976 6,981 0.1 
Excise taxes and duties 
Goods and services tax 1,739 1,664 -4.3 Sore 8,468 2.9 
Customs import duties 201 250 24.4 656 023 40.7 
Sales and excise taxes 658 784 19.1 2138 2,959 8.1 
Total excise taxes and duties 2,598 2,698 Sys) Kaye 12350 6.2 
Total tax revenues 13,734 13,029 -5.1 56,906 58,610 3.0 
Non-tax revenues 600 839 39.8 2,659 2,888 8.6 
Total budgetary revenues 14,334 13,868 -3.3 59,565 61,498 3.2 


¢ Direct program spending, consisting of 
total program spending less major transfers to 
persons and other levels of government, was 
down slightly, as declines in payments to 
Crown corporations and operating and capital 
expenditures more than offset higher subsidies 
and other transfers. The monthly fluctuations 
in these components are due in large part 
to the timing of payments. 


Public debt charges, on a year-over year basis, 


were down $0.2 billion, or 4.4 per cent, reflecting 


both a lower stock of interest-bearing debt and 
a decline in the average effective interest rate 
on that debt. 


April 2001 to July 2001: budgetary results 


Over the first four months of fiscal year 2001-02, 
the budgetary surplus was estimated at 

$10.7 billion, up $0.2 billion from the surplus 
reported in the same period of 2000-01. 

This increase in the surplus primarily reflects 
higher personal income tax settkement payments 
with respect to the 2000 taxation year. 


Budgetary revenues were up $1.9 billion, or 
3.2 per cent, on a year-over-year basis. Among the 
major components: 


¢ Personal income tax collections were marginally 
lower, down $0.1 billion, or 0.3 per cent. This 
decline reflects the timing of payments between 
July and August of last year as well as the 
impact of the tax reduction measures announced 
in the February 2000 budget and October 2000 
Economic Statement and Budget Update. 
These included the reduction in personal income 
tax rates, the elimination of the 5-per-cent 
surtax, increases in the thresholds, the 
restoration of full indexation of the personal 
income tax system and related benefits, and 
increases in the Canada Child Tax Benefit. 
Dampening the impact of these factors were 
higher final tax payments, received in April 
and May, with respect to the 2000 taxation year, 
reflecting extraordinary developments in 
taxation year 2000, primarily strong increases 
in capital gains. 
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Table 3 
Budgetary expenditures 


July April to July 
2000 2001 Change 2000-01 2001-02 Change 
($ millions) (%) ($ millions) (%) 
Transfer payments to: 
Persons 
Elderly benefits 2,012 2, LOS 4.5 7,948 8,306 4.5 
Employment insurance benefits 809 1,035 219 Shang! 3720 11.8 
Total 2,821 3,138 ir 11,459 232 6:7, 
Other levels of government 
Canada Health and Social Transfer 125 442 2522 4,500 SOs, 28.2 
Fiscal transfers 978 1,045 6.9 3,862 4,143 fh: 
Alternative Payments for 
Standing Programs -206 -200 -2.9 -822 -800 -2.7 
Total 1,897 2287 20.6 7,540 SAWING, 20.8 
Direct program spending 
Subsidies and other transfers 
Agriculture Zi 4] il dae) 54 422 681.5 
Foreign Affairs 102 ea TES) 346 503 45.4 
Health 99 121 222 353 394 11.6 
Human Resources Development ise 123 7.0 41] 362 -11.9 
Indian and Northern Development 262 326 24.4 1,743 1,496 -14.2 
Industry and Regional Development 82 104 26.8 365 430 17.8 
Veterans Affairs 123 Ay) 333 478 493 jek 
Other WS 25 -65.8 883 568 -35.7 
Total 883 1,044 18.2 4,633 4,668 0.8 
Payments to Crown corporations 
Canadian Broadcasting Corporation 86 80 -7.0 og 400 7.8 
Canada Mortgage and 
Housing Corporation 150 158 a3 620 632 L9 
Other 128 2 -4.7 475 510 74 
Total 364 360 -1.] 1,466 1,542 Se 
Operating and capital expenditures 
Defence 948 908 -4.2 23979 S227 8.3 
All other departmental expenditures ooo: 2,004 -6.9 7,266 6,778 -6.7 
Total 3,101 59 NN -6.1 10,245 10,005 -2.3 
Total direct program spending 4,348 4.316 -0.7 16,344 Lo:215 -0.8 
Total program expenditures 9,066 9,74] 7.4 35,343 Sie tl) 6.3 
Public debt charges 3,499 3,345 -4.4 13,703 13,250 -3.3 
Total budgetary expenditures £27565 13,086 4.1 49,046 50,807 a6 
Memorandum item: 
Total transfers 5,601 6,469 aes 23,632 26,010 10.1 
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¢ Corporate income tax revenues were up 
$1.0 billion, or 12.5 per cent. In contrast, 
corporate profits are down on a year-over-year 
basis, which suggests that the current experience 
reflects the effects of the remittance procedures 

~and should be revised once corporations 

adjust their remittances to reflect weaker 
profits in 2001. 


¢ EI premium revenues were up marginally, as 
the decline in premium rates for 2000 and 2001 
virtually offset the impact of prior-year 
adjustments and the growth in the number 
of people employed and therefore paying 
premiums. The employee rate for 2001 is 
$2.25 per $100 of insurable earnings, compared 
to $2.40 in 2000 and $2.55 in 1999. 


¢ Excise taxes and duties increased by 
$0.7 billion, or 6.2 per cent. GST revenues 
were up 2.9 per cent, somewhat less than the 
underlying increase in consumer expenditures. 
Customs import duties were up 40.7 per cent, 
while sales and excise taxes were up 
8.1 per cent, in part reflecting the increase 
in tobacco excise taxes. 


¢ Non-tax revenues were up 8.6 per cent. 


Program spending increased by $2.2 billion, 
or 6.3 per cent, in the April 2001 to July 2001 
period, compared to the same period last year. 


¢ Transfers to persons were up 6.7 per cent, 
attributable to higher elderly and EI benefit 
payments. The increase in elderly benefit 
payments reflects an increase in the number 
of individuals eligible for benefits and higher 
average benefits, which are indexed to inflation. 
The increase in EI benefit payments primarily 
reflects the impact of program enhancements, 
as well as an increase in the number of 
beneficiaries. 


¢ Major transfers to other levels of government 
were up 20.8 per cent, reflecting higher cash 
transfers under the CHST and fiscal transfer 
programs. The increase in the CHST reflected 
the September 2000 agreement reached by 
first ministers to increase base funding from 
$13.5 billion in 2000-01 to $17.3 billion in 
2001-02. The increase in fiscal transfers 
was primarily due to higher equalization 
entitlements, reflecting the continued stronger 
growth in Ontario than in the equalization- 
receiving provinces. 


¢ Direct program spending, consisting of total 
program spending less the major transfers to 
persons and other levels of government, 
declined by 0.8 per cent. During the first few 
months of the fiscal year, developments in this 
component are largely affected by the timing 
of payments. 


Public debt charges were down 3.3 per cent, 
reflecting the impact of declines in both the stock 
of interest-bearing debt and the average effective 
interest rate on that debt. 


Financial source of $1.0 billion 
(excluding foreign exchange transactions) 
for April 2001 to July 2001 


The budgetary balance is presented on a modified 
accrual basis of accounting, recording government 
liabilities when they are incurred, regardless of 
when the cash payment is made. In addition, the 
budgetary balance includes only those activities 
over which the Government has legislative control. 


In contrast, financial requirements/source measures 
the difference between cash coming in to the 
Government and cash going out. Financial 
requirements/source differs from the budgetary 
balance as the former includes transactions in 
loans, investments and advances, federal 
employees’ pension accounts, other specified 
purpose accounts, and changes in other financial 
assets and liabilities. These activities are included 
as part of non-budgetary transactions. The 
conversion from accrual to cash is also reflected 
in non-budgetary transactions. 


Non-budgetary transactions resulted in a net 
requirement of $9.7 billion in the first four months 
of 2001-02, compared to a net requirement of 
$7.4 billion in the same period in 2000-01. 
Traditionally, there are large requirements in the 
first half of any fiscal year, reflecting the payment 
of personal income tax refunds and certain 
liabilities, which were recognized in previous 
years’ budgetary results. 


As a result, with a budgetary surplus of 

$10.7 billion and a net requirement of $9.7 billion 
from non-budgetary transactions, there was a 
financial source (excluding foreign exchange 
transactions) of $1.0 billion in the April 2001 

to July 2001 period, compared to a source 

of $3.1 billion in the same period last year. 
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Table 4 


The budgetary balance and financial requirements/source 


July April to July 
2000 2001 2000-01 2001-02 
($ millions) 
Budgetary balance (deficit/surplus) 1,769 782 10,519 10,691 
Loans, investments and advances 
Crown corporations -112 -16 83 Pa 
Other 49 -26 162 7 
Total -63 -42 245 224 
Specified purpose accounts 
Canada Pension Plan Account -865 -418 -890 -861 
Superannuation accounts 6am) 50 1,017 -446 
Other 1 ial -216 53 
Total -479 -291 -89 -1,254 
Other transactions 2,963 1,374 -7,533 -8,636 
Total non-budgetary transactions 2,421 1,041 -7,377 -9,666 
Financial requirements/source 
(excluding foreign exchange transactions) 4,190 1,823 3,142 1,025 
Foreign exchange transactions -899 -443 1,268 -131 
Net financial balance 3,291 1,380 4,410 894 
Table 5 
Net financial balance and net borrowings 
July April to July 
2000 2001 2000-01 2001-02 
($ millions) 
Net financial balance 3,291 1,380 4,410 894 
Net increase (+)/decrease (-) in borrowings 
Payable in Canadian dollars 
Marketable bonds -3,075 400 (oniloy -1,641 
Canada Savings Bonds -15] -70 -553 -236 
Treasury bills -4,200 -1,500 -16,750 -6,100 
Other 250 925 -4 
Total -7,176 -1,170 -10,227 -7,981 
Payable in foreign currencies 
Marketable bonds 2174 -1,576 
Notes and loans -4] 
Canada bills -435 -419 -520 -802 
Canada notes -173 
Total e435 -419 -2,694 2592 
Net change in borrowings -7,611 -1,589 -12,921 -10,573 
Change in cash balance -4,320 -209 28511 -9.679 


The Fiscal Monitor 


Table 6 
Condensed statement of assets and liabilities 
March 31, 2001 July 31, 2001 Change 
| ($ millions) = 
Liabilities 
Accounts payable, accruals and allowances 43,511 34,875 -8,636 


Interest-bearing debt 
Pension and other accounts 


Public sector pensions 129,692 129,246 -446 
Canada Pension Plan (net of securities) 6,409 5,548 -861 
Other pension and other accounts 7,080 FAS3 53 
Total pension and other accounts 143,181 141,927 -1,254 


Unmatured debt 
Payable in Canadian dollars 


Marketable bonds 294,627 292,986 -1,641 

Treasury bills 88,700 82,600 -6,100 

Canada Savings Bonds Lay iieys) pinteoy I) -236 

Other 3,473 3,469 -4 

Subtotal 412,553 404,572 -7,981 

Payable in foreign currencies Soni 20,079 =2, 092 

Total unmatured debt 445,724 AS loi ANOS 

Total interest-bearing debt 588,905 577,078 -11,827 

Total liabilities 632,416 611,953 -20,463 

Assets 

Cash and accounts receivable 18,612 8,933 -9,679 

Foreign exchange accounts 50,010 50,141 131 
Loans, investments and advances 

(net of allowances) 14,268 14,044 -224 

Total assets 82,890 Tons -9,772 

Accumulated deficit (net public debt) 549,526 538,835 -10,691 


Note: Assumes fiscal balance of $15 billion for 2000-01. 
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Net financial source of $0.9 billion 
for April 2001 to July 2001 


Foreign exchange transactions represent all 
transactions in international reserves held in 

the Exchange Fund Account. The purpose of 

the Exchange Fund Account is to promote order 
and stability in the foreign exchange market. The 
buying of Canadian dollars represents a source 
of funds from exchange fund transactions, 

while the selling of Canadian dollars represents 
a requirement. Changes in foreign currency 
liabilities, which are undertaken to change the 
level of Canada’s foreign exchange reserves, also 
impact on foreign exchange transactions. Taking 
all of these factors into account, there was a 

net requirement of $0.1 billion in the first four 
months of 2001-02, compared to a net source 

of $1.3 billion in the same period in 2000-01. 


With a budgetary surplus of $10.7 billion, a net 
requirement of $9.7 billion from non-budgetary 
transactions and a net requirement of $0.1 billion 
from foreign exchange transactions, there was 

a net financial source of $0.9 billion in the 

April 2001 to July 2001 period, compared to 

a net source of $4.4 billion in the same period 

in 2000-01. 


Net borrowings down $10.6 billion 
for April 2001 to July 2001 


Although there was a net financial source of only 
$0.9 billion in the first four months of 2001-02, 
the Government did reduce its holding of market 
debt by $10.6 billion through the drawing down 


of cash balances. The level of cash balances varies 
from month to month based on a number of factors 


including periodic large debt maturities, which 
can be quite volatile on a monthly basis. At 
the end of July 2001 they stood at $3.5 billion, 
down $9.7 billion from March 31, 2001. 


Note to Readers: 


The Government’s financial statements are 
presented on a modified accrual basis of 
accounting. This means that while most operating 
expenditures and non-tax revenues are recorded 
in the financial statements when they are incurred 
or earned (even if cash is not paid out or received 
until later), tax revenues are accounted for when 
cash is received and the entire amount of capital 
acquisitions, such as buildings, are treated as 
expenditures when acquired. In the February 1995 
budget the Government announced its intention 
to adopt full accrual accounting. To this end, it has 
successfully introduced the Financial Information 
Strategy (FIS), a multi-year project which 
modernized financial systems and accounting 
practices. FIS consists of three components: the 
implementation of new financial systems, the 
adoption of full accrual accounting, and the 
provision of improved financial information to 
managers. In the 2000 budget the Government set 
a target date of 2001-02 for implementation of 
the first two components of FIS. 


For the time being the monthly results for 2001-02 
will continue to be presented on a modified 
accrual basis of accounting. However, the final 
audited financial statements for 2001-02, 
scheduled for release in the fall of 2002, will be 
presented on a full accrual basis of accounting. 
Previous years’ results will also be restated on 

a full accrual basis. For more information, see the 
backgrounder /mplementation of Full Accrual 
Accounting in the Federal Government’s Financial 
Statements at www.fin.gc.ca. 


For additional copies or subscription inquiries, please contact the Distribution Centre at (613) 995-2855. 
For other inquiries about this publication, contact Peter DeVries at (613) 996-7397. 


Also available on the Internet (including advance tentative release dates) at http://www.fin.gc.ca/ &) 
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August 2001: budgetary surplus of $396 million 


“@ 
There was a budgetary surplus of $396 million in August 2001, down $37 million from the revised Si y al 
surplus of $433 million in August 2000.' Among the major components, on a year-over-year basis, a 
budgetary revenues were up $330 million, public debt charges declined $168 million, while program 
spending increased $535 million. 


April 2001 to August 2001: budgetary surplus of $11.1 billion 


The budgetary surplus was estimated at $11.1 billion for the April 2001 to August 2001 period, virtually 
unchanged from the surplus of $11.0 billion reported in the same period of 2000-01. However, the results 
for 2001-02 include one-time revenue gains associated with higher personal income taxes paid on filing 
with respect to the strong increases in capital gains recorded in 2000. Given the monthly profile of 
receipts, a surplus is expected in September 2001, although smaller than that recorded in September 2000. 
Thereafter, the cumulative surplus will begin to fall, in part reflecting the impact of the tax cuts and 
spending initiatives implemented in the February 2000 budget and October 2000 Economic Statement and 
Budget Update. In addition, the impact of the slowing economy on corporate profits and personal income 
will adversely affect the fiscal results, especially in the latter part of the year. 


1 The budgetary balance for August 2000 was revised from the originally reported deficit of $1.2 billion to a surplus of 
$433 million. This was due to a misclassification of revenues between July 2000 and August 2000. 


corporations declined in the first quarter of 2001. 


August 2001: budgetary results 
Corporations are required to remit monthly 


eee SEs lanaioaered $330 million, instalments based on either their previous year’s 
4 = a Sau eee ey est actual tax liability or their current year’s 
Beene ne Ta OL.COMPOnents: projected tax liability, with final settlement 


payments made within 60 days of the end of 
their taxation year. Throughout most of 2000-01 
monthly tax instalments were based on the tax 
liability for 1999. However, corporate profits 
grew strongly in 2000, with the result that the 
monthly instalment payments understated the 
final tax liability for 2000-01. With monthly 
instalments now based on the tax liability for 
2000, the year-over-year change in the monthly 
results could be misleading. 


¢ Personal income tax revenues increased 
$315 million, or 5.7 per cent, primarily 
reflecting timing factors, which depressed 
revenues reported in August 2000. This more 
than offset the impact of the tax reduction 
measures announced in the February 2000 
budget and October 2000 Economic Statement 
and Budget Update, as well as enrichments 
to the Canada Child Tax Benefit announced 


in previous budgets. 
¢ Employment insurance (EI) premium revenues 


were slightly lower, as the decline in premium 
rates (the employee rate for 2001 is $2.25 per 
$100 of insurable earnings compared to $2.40 
in 2000) more than offset the impact of the 
growth in the number of people employed and 
therefore paying premiums. 


¢ Corporate income tax revenues were up 
$93 million, or 4.9 per cent, primarily reflecting 
much lower refunds paid in August 2001 than 
in August 2000. As noted in previous 
Fiscal Monitors, the current year-over-year 
increase primarily reflects the tax instalment 
procedures, as operating profits of Canadian 


ivi 
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Table | 
Summary statement of transactions 


August April to August 


2000 2001 2000-01 2001-02 


Budgetary transactions 
Revenues 


Program spending 

Operating surplus 

Public debt charges 

Budgetary balance (deficit/surplus) 
Non-budgetary transactions 


Financial requirements/source 
(excluding foreign exchange transactions) 


Foreign exchange transactions 
Net financial balance 

Net change in borrowings 

Net change in cash balances 


Cash balance at end of period 


($ millions) 


2975 13,305 72,540 74,802 
-9,021 -9,556 -44,363 -47,112 
3,954 3,749 28,74 27,690 
-3,521 3,555 =17,225 - 16,603 
433 396 10952 11,087 
Ipoh 457 -6,010 -9,213 
1,808 853 4,942 1,874 
-2,373 -1,022 -1,105 -1,153 
-565 -169 3,837 Tan 
6,729 5,767 -6,193 -4,806 
6,164 5,598 -2,356 -4,085 
10,604 De 


Note: Positive numbers indicate a net source of funds. Negative numbers indicate a net requirement for funds. 
Numbers for August 2000 have been revised (see footnote in box on first page). 


¢ Excise taxes and duties were down 
$178 million, or 5.5 per cent. Goods and 
services tax (GST) revenues were down 
$157 million, solely attributable to higher 
refunds and rebates. Customs import duties 
were down $182 million, reflecting the timing 
of receipts. Sales and excise taxes were up 
$161 million, attributable to higher receipts 
from both energy and tobacco excise taxes 
and duties, the latter reflecting the increase 
in tobacco excise taxes, which became 
effective April 6, 2001. 


¢ Non-tax revenues were up marginally. 


The year-over-year increase in program spending 


of $535 million, or 5.9 per cent, primarily reflected 


strong increases in transfers to persons and other 
levels of government, dampened by lower direct 
program spending 


* Major transfers to persons were up 
$320 million, or 11.6 per cent, reflecting both 
higher elderly and EI benefit payments. The 
increase in EI benefit payments reflects the 
impact of policy enhancements announced in 
the February 2000 budget and last September, 
as well as an increase in the number of 
beneficiaries. 


¢ Major transfers to other levels of government 
were up $390 million, or 20.6 per cent, 
reflecting higher cash transfers under the 
Canada Health and Social Transfer (CHST) and 
fiscal transfer programs. The increase in the 
CHST reflected the September 2000 agreement 
reached by first ministers to increase base 
funding from $13.5 billion in 2000-01 to 
$17.3 billion in 2001-02. The increase in 
fiscal transfers is attributable to higher 
equalization entitlements. 


¢ Direct program spending, consisting of total 
program spending less major transfers to 
persons and other levels of government, was 
down $175 million, or 4.0 per cent, as declines 
in payments to Crown corporations and 
operating and capital expenditures more than 
offset higher subsidies and other transfers. The 
monthly fluctuations in these components are 
due in large part to the timing of payments. 


Public debt charges, on a year-over year basis, 
were down $168 million, or 4.8 per cent, reflecting 
both a lower stock of interest-bearing debt and 

a decline in the average effective interest rate 

on that debt. 
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Table 2 
Budgetary revenues 
August April to August 
2000 2001 Change 2000-01 2001-02 Change 
($ millions) (%) ($ millions) (%) 
Income taxes 
Personal income tax 5,543 5,858 oi 34,862 55,075 0.6 
Corporate income tax how) oT? 4.9 9,754 10,831 11.0 
Other income tax revenue 166 258 55.4 275 1,462 17 
Total income tax 7,588 8,088 6.6 45,891 47,368 S22 
Employment insurance 
premium revenues io 20) 1,492 -1.8 8,497 8,473 -0.3 
Excise taxes and duties 
Goods and services tax 2,062 1,905 -7.6 10,295 105374 0.8 
Customs import duties 463 281 -39.3 [ELIS 1,204 7.6 
Sales and excise taxes 703 864 229 3,443 3,823 be 
Total excise taxes and duties Been 3,050 -5.5 14,857 15,401 Si; 
Total tax revenues 127336 12,630 DEES 69,245 TA242 BS) 
Non-tax revenues 639 675 5.6 3,295 3,560 8.0 
Total budgetary revenues LoS 137305 2D 72,540 74,802 a 


April 2001 to August 2001: 
budgetary results 


Over the first five months of fiscal year 2001-02, 
the budgetary surplus was estimated at 

$11.1 billion, up $135 million from the 

surplus reported in the same period of 2000-01. 
Budgetary revenues were up $2.3 billion, or 

3.1 per cent, while public debt charges declined 
by $622 million, or 3.6 per cent. These positive 
developments on the budgetary balance were 
largely offset by higher program spending, up 
$2.7 billion, or 6.2 per cent. 


Among the major components of budgetary 
revenues, on a year-over-year basis: 


¢ Personal income tax collections were marginally 


higher, up $213 million, or 0.6 per cent. This 


increase was entirely attributable to higher final 


tax payments, received in April and May, with 
respect to the 2000 taxation year, reflecting 
extraordinary developments in taxation year 


2000, primarily strong increases in capital gains. 
However, this one-time revenue gain was largely 


offset by the impact of the tax reduction 


measures announced in the February 2000 
budget and October 2000 Economic Statement 
and Budget Update. These included the 
reduction in personal income tax rates, the 
elimination of the 5-per-cent surtax, increases 
in the thresholds, the restoration of full 
indexation of the personal income tax system 
and related benefits, and increases in the 
Canada Child Tax Benefit. 


Corporate income tax revenues were up 

$1.1 billion, or 11.0 per cent. In contrast, 
corporate profits are down on a year-over-year 
basis, which suggests that current collections 
reflect the effects of the remittance procedures 
and should be revised once corporations adjust 
their remittances to reflect weaker profits 

in 2001. 


EI premium revenues were marginally lower, as 
the decline in premium rates more than offset 
the impact of prior-year adjustments and the 
growth in the number of people employed and 
therefore paying premiums. The employee rate 
for 2001 is $2.25 per $100 of insurable 
earnings, compared to $2.40 in 2000 and 
S2o0nel 90): 
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Table 3 
Budgetary expenditures 


August April to August 
2000 2001 Change 2000-01 2001-02 Change 
($ millions) (%) ($ millions) (%) 
Transfer payments to: 
Persons 
Elderly benefits 1,884 2,074 10.1 ea)3) 10,380 5.6 
Employment insurance benefits 874 1,004 14.9 4,385 4,929 12.4 
Total DIDS 3,078 11.6 14,218 15,309 18) 
Other levels of government 
Canada Health and Social Transfer 5) 1,442 PRIDE 5,025 7,208 Joa 
Fiscal transfers 978 1,045 6.9 4,839 5,190 Tes 
Alternative Payments for 
Standing Programs -206 -200 -2.9 -1,028 -1,000 -2.7 
Total 1,897 2,281 20.6 9,436 11,398 20.8 
Direct program spending 
Subsidies and other transfers 
Agriculture 93 22 -76.3 147 445 2027 
Foreign Affairs 180 22 -87.2 526 525 -0.2 
Health 65 76 16.9 418 470 12.4 
Human Resources Development 15 111 640.0 426 473 11.0 
Indian and Northern Development 282 284 0.7 2.025 1,780 =1 2s 
Industry and Regional Development 150 166 10.7 5) 95 155 
Veterans Affairs 120 (27 5.8 598 620 Hh 
Other 1 348 se fole bee, 958 918 -4.2 
Total OFF. PST 18.4 5,613 5,826 a8 
Payments to Crown corporations 
Canadian Broadcasting Corporation 79 85 7.6 450 485 7.8 
Canada Mortgage and 
Housing Corporation 150 158 ak 770 790 2.6 
Other 141 116 -17.7 617 626 15 
Total 370 359 -3.0 1,837 1,901 BFP) 
Operating and capital expenditures 
Defence 921 769 -16.5 3,899 3,996 DUES 
All other departmental expenditures 2,098 1,906 -9 2 9.360 8,682 a) 
Total 3,019 2679 -11.4 133259 12,678 -4.4 
Total direct program spending 4,366 4,19] -4.0 20,709 20,405 -1.5 
Total program expenditures 9,021 9,556 Se) 44,363 47,112 6.2 
Public debt charges O21 See Oe -4.8 L225 16,603 -3.6 
Total budgetary expenditures 12,542 12,909 29. 61,588 6337 15 SiS) 
Memorandum item: 
Total transfers 5,022 6,522 15.8 29,267 3259 2 
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¢ Excise taxes and duties increased by 

$544 million, or 3.7 per cent. GST revenues 
were up 0.8 per cent, somewhat less than the 
underlying increase in consumer expenditures, 
due to faster processing of refunds and rebates 
compared to the same period last year. Customs 
import duties were up 7.6 per cent, while sales 
and excise taxes were up 11.0 per cent, in part 
reflecting the increase in tobacco excise taxes. 


e Non-tax revenues were up 8.0 per cent. 


Among the major components of program 
spending, on a year-over-year basis: 


¢ Transfers to persons were up 7.7 per cent, 
attributable to higher elderly and EI benefit 
payments. The increase in elderly benefit 
payments reflects an increase in the number 
of individuals eligible for benefits and higher 
average benefits, which are indexed to 
inflation. The increase in EI benefit payments 
primarily reflects the impact of program 
enhancements, as well as an increase in the 
number of beneficiaries. 


¢ Major transfers to other levels of government 
were up 20.8 per cent, reflecting higher cash 
transfers under the CHST and fiscal transfer 
programs. The increase in the CHST reflected 
the September 2000 agreement reached by 
first ministers to increase base funding from 
$13.5 billion in 2000-01 to $17.3 billion in 
2001-02. The increase in fiscal transfers 
was primarily due to higher equalization 
entitlements, reflecting the continued stronger 
growth in Ontario than in the equalization- 
receiving provinces. 


¢ Direct program spending, consisting of total 
program spending less the major transfers to 
persons and other levels of government, 
declined by 1.5 per cent. During the first few 
months of the fiscal year, developments in this 
component are largely affected by the timing 
of payments. 


The year-over-year decline in public debt charges 
of $622 million reflected the impact of declines in 
both the stock of interest-bearing debt and the 
average effective interest rate on that debt. 


Financial source of $1.9 billion 
(excluding foreign exchange transactions) 
for April 2001 to August 2001 


The budgetary balance is presented on a modified 
accrual basis of accounting, recording government 
liabilities when they are incurred, regardless 

of when the cash payment is made. In addition, 
the budgetary balance includes only those 
activities over which the Government has 
legislative control. 


In contrast, financial requirements/source measures 
the difference between cash coming in to the 
Government and cash going out. Financial 
requirements/source differs from the budgetary 
balance as the former includes transactions in 
loans, investments and advances, federal 
employees’ pension accounts, other specified 
purpose accounts, and changes in other financial 
assets and liabilities. These activities are included 
as part of non-budgetary transactions. The 
conversion from accrual to cash is also reflected 
in non-budgetary transactions. 


Non-budgetary transactions resulted in a net 
requirement of $9.2 billion in the first five months 
of 2001-02, compared to a net requirement of 
$6.0 billion in the same period in 2000-01. 
Traditionally, there are large requirements in the 
first half of any fiscal year, reflecting the payment 
of personal income tax refunds and certain 
liabilities, which were recognized in previous 
years’ budgetary results. 


As a result, with a budgetary surplus of 

$11.1 billion and a net requirement of $9.2 billion 
from non-budgetary transactions, there was a 
financial source (excluding foreign exchange 
transactions) of $1.9 billion in the April 2001 to 
August 2001 period, compared to a source of 
$4.9 billion in the same period last year. 
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Table 4 


The budgetary balance and financial requirements/source 


August April to August 
2000 2001 2000-01 2001-02 
($ millions) 
Budgetary balance (deficit/surplus) 433 396 10952 11,087 
Loans, investments and advances 
Crown corporations Zz 3] 106 248 
Other -21 (15) 141 22 
Total 2 46 247 270 
Specified purpose accounts 
Canada Pension Plan Account 224 -334 -666 -1,196 
Superannuation accounts 459 -22 1,474 -466 
Other l -15 -215 39 
Total 684 -371 598 -1,623 
Other transactions 689 IkeVs -6,850 -7,860 
Total non-budgetary transactions ees 457 -6,010 -9,213 
Financial requirements/source 
(excluding foreign exchange transactions) 1,808 853 4,942 1,874 
Foreign exchange transactions -2,373 - 1,022 -1,105 -1,153 
Net financial balance -565 -169 3,837 721 
Table 5 
Net financial balance and net borrowings 
August April to August 
2000 2001 2000-01 2001-02 
($ millions) 
Net financial balance -565 -169 D5057 724 
Net increase (+)/decrease (-) in borrowings 
Payable in Canadian dollars 
Marketable bonds 4,800 4,350 10,951 2,709 
Canada Savings Bonds -138 -75 -692 -311 
Treasury bills 2,900 1,700 - 13,850 -4,400 
Other -467 -| 483 -6 
Total 7,095 5,974 -3,108 -2,008 
Payable in foreign currencies 
Marketable bonds 0) 0) Sr Aa -1576 
Notes and loans -4] 
Canada bills -366 -207 -886 -1,008 
Canada notes 0 -173 
Total -366 -207 -3,060 -2,798 
Net change in borrowings 6,729 5.767 -6,168 -4,806 
Change in cash balance 6,164 5,598 aa -4.085 
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Table 6 
Condensed statement of assets and liabilities 
March 31, 20011 August 31, 2001 Change 
($ millions) 
Liabilities 
Accounts payable, accruals and allowances 43,644 44,421 ewe 


Interest-bearing debt 
Pension and other accounts 


Public sector pensions 129,185 128,720 -465 
Canada Pension Plan (net of securities) 6,391 5,195 -1,196 
Other pension and other accounts 7253 7,292 39 
Total pension and other accounts 142,829 141,207 -1,622 


Unmatured debt 
Payable in Canadian dollars 


Marketable bonds 294,973 297,682 2,709 

Treasury bills 88,700 84,300 -4,400 

Canada Savings Bonds 26,099 PES Tess) -310 

Other 3,473 3,468 -5 

Subtotal 413,245 411,239 -2,006 

Payable in foreign currencies 33,158 30,359 -2,799 

Total unmatured debt 446,403 441,598 -4,805 

Total interest-bearing debt 589,232 582,805 -6,427 

Total liabilities 632,876 627.226 -5,650 

Assets 

Cash and accounts receivable 19,186 23,740 4.554 

Foreign exchange accounts 50,270 51,423 Liat 53 
Loans, investments and advances 

(net of allowances) 16,042 LSs742 -270 

Total assets 85,498 90,935 5,437 

Accumulated deficit (net public debt) 547,378 536,291 -11,087 


1 Figures for 2000-01 were revised to reflect final results for the year as published in Public Accounts of Canada — 2001. 


The Fiscal Monitor 


Net financial source of $0.7 billion 
for April 2001 to August 2001 


Foreign exchange transactions represent all 
transactions in international reserves held in the 
Exchange Fund Account. The purpose of the 
Exchange Fund Account is to promote order and 
stability in the foreign exchange market. The 
buying of Canadian dollars represents a source 
of funds from exchange fund transactions, while 
the selling of Canadian dollars represents a 
requirement. Changes in foreign currency 
liabilities, which are undertaken to change the 
level of Canada’s foreign exchange reserves, also 
impact on foreign exchange transactions. Taking 
all of these factors into account, there was a net 
requirement of $1.2 billion in the first five months 
of 2001-02, compared to a net requirement of 
$1.1 billion in the same period in 2000-01. 


With a budgetary surplus of $11.1 billion, a net 
requirement of $9.2 billion from non-budgetary 
transactions and a net requirement of $1.2 billion 
from foreign exchange transactions, there was 

a net financial source of $0.7 billion in the 

April 2001 to August 2001 period, compared to 
a net source of $3.8 billion in the same period 

in 2000-01. 


Net borrowings down $4.8 billion 
for April 2001 to August 2001 


Although there was a net financial source of only 
$0.7 billion in the first five months of 2001-02, 
the Government did reduce its holding of market 
debt by $4.8 billion through the drawing down of 
cash balances. The level of cash balances varies 


from month to month based on a number of factors 
including periodic large debt maturities, which can 


be quite volatile on a monthly basis. At the end of 
August 2001 they stood at $9.1 billion, down 
$4.1 billion from March 31, 2001. 


Note to Readers: 


The Government’s financial statements are 
presented on a modified accrual basis of 
accounting. This means that while most operating 
expenditures and non-tax revenues are recorded 
in the financial statements when they are incurred 
or earned (even if cash is not paid out or received 
until later), tax revenues are accounted for when 
cash is received and the entire amount of capital 
acquisitions, such as buildings, are treated as 
expenditures when acquired. In the February 1995 
budget the Government announced its intention to 
adopt full accrual accounting. To this end, it has 
successfully introduced the Financial Information 
Strategy (FIS), a multi-year project which 
modernized financial systems and accounting 
practices. FIS consists of three components: the 
implementation of new financial systems, the 
adoption of full accrual accounting, and the 
provision of improved financial information to 
managers. In the 2000 budget the Government 
set a target date of 2001-02 for implementation 
of the first two components of FIS. 


For the time being the monthly results for 2001-02 
will continue to be presented on a modified 
accrual basis of accounting. However, the final 
audited financial statements for 2001-02, 
scheduled for release in the fall of 2002, will be 
presented on a full accrual basis of accounting. 
Previous years’ results will also be restated on a 
full accrual basis. For more information, see the 
backgrounder /mplementation of Full Accrual 
Accounting in the Federal Government’s Financial 
Statements at www.fin.gc.ca. 


For additional copies or subscription inquiries, please contact the Distribution Centre at (613) 995-2855. 
For other inquiries about this publication, contact Peter DeVries at (613) 996-7397. 
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September 2001: budgetary surplus of $2.5 billion 


There was a budgetary surplus of $2.5 billion in September 2001, down $1.3 billion from the revised 
surplus of $3.8 billion in September 2000. Since 1996-97 large surpluses have been recorded in the month 
of September, primarily reflecting the inclusion of quarterly tax instalment payments. On a year-over-year 
basis budgetary revenues declined $0.8 billion while program spending increased $0.8 billion. Dampening 
the impact of these factors was a $0.3-billion decline in public debt charges. 


April 2001 to September 2001: budgetary surplus of $13.6 billion 


The budgetary surplus was estimated at $13.6 billion for the April 2001 to September 2001 period, down 
$1.2 billion from the surplus of $14.7 billion reported in the same period of 2000-01. However, the results 
for 2001-02 include one-time revenue gains associated with higher personal income taxes paid on filing 
with respect to the strong increases in capital gains recorded in 2000, thereby overstating the underlying 


surplus for 2001-02. 


As noted in The Fiscal Monitor for August 2001, a surplus was expected in September 2001, although 
smaller than that recorded in September 2000. In future months the cumulative surplus will fall. This 
reflects, in part, the ongoing impact of the tax cuts and spending initiatives implemented in the 
February 2000 budget and October 2000 Economic Statement and Budget Update. The effect of the 
slowing economy on corporate profits and personal income will adversely affect the fiscal results, 


especially in the latter part of the year. 


September 2001: budgetary results 


Budgetary revenues declined $0.8 billion, or 
5.2 per cent, on a year-over-year basis. All of the 
major components were lower. 


Personal income tax revenues declined 

$0.2 billion, or 2.8 per cent, primarily reflecting 
the impact of the tax reduction measures 
announced in the February 2000 budget and the 
October 2000 Economic Statement and Budget 
Update, as well as enrichments to the Canada 


Child Tax Benefit announced in previous budgets. 


Corporate income tax revenues declined 

$0.1 billion, or 3.4 per cent, primarily reflecting 
higher refunds paid in September 2001 than in 
September 2000. 


Employment insurance (EI) premium revenues 
declined $0.1 billion, or 6.6 per cent, reflecting 
both prior-year adjustments and the decline in 


premium rates (the employee rate for 2001 is 
$2.25 per $100 of insurable earnings compared 
to $2.40 in 2000), which more than offset the 
impact of the growth in the number of people 
employed and therefore paying premiums. 


¢ Excise taxes and duties declined $0.3 billion, or 
10.7 per cent. This decline was entirely the result 
of lower goods and services tax (GST) revenues 
($0.4 billion), attributable to higher refunds and 
rebates and lower GST collected on imported 
goods and services. 


¢ Non-tax revenues declined $0.2 billion, or 
19.9 per cent, largely reflecting the timing 
of receipts and lower interest earnings on 
bank balances. 


The year-over-year increase in program spending 

of $0.8 billion, or 9.0 per cent, primarily reflected 
strong increases in transfers to persons and other 

levels of government. 
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Table | 
Summary statement of transactions 


September April to September 
2000 2001 2000-01 2001-02 
($ millions) 
Budgetary transactions 
Revenues 15,664 14,852 88,204 89,653 
Program spending -8,412 -9,168 yee: -56,278 
Operating surplus Tpasy 5,684 35,431 33,33 
Public debt charges -3,472 -3,198 -20,697 -19,801 
Budgetary balance (deficit/surplus) 3,780 2,486 14,734 13,574 
Non-budgetary transactions -152 -192 -6,162 -9,399 
Financial requirements/source 
(excluding foreign exchange transactions) 3,628 2,294 S72 Anis 
Foreign exchange transactions 485 e352 -620 499 
Net financial balance 4,113 3,946 1952 4,674 
Net change in borrowings -12,116 -9,449 -18,309 -14,254 
Net change in cash balances -8,003 -5,503 -10,357 -9,580 


Cash balance at end of period 


2,602 3,595 


Note: Positive numbers indicate a net source of funds. Negative numbers indicate a net requirement for funds. 


¢ Major transfers to persons were up $0.3 billion, 
or 10.6 per cent, primarily reflecting higher 
EI benefit payments. The increase in EI benefit 
payments reflects the impact of policy 
enhancements announced in the February 2000 
budget and last September, as well as an 
increase in the number of beneficiaries. 
Elderly benefits were virtually unchanged due 
to the timing of payments between August 
and September. 


¢ Major transfers to other levels of government 
were up $0.4 billion, or 19.7 per cent, reflecting 
higher cash transfers under the Canada Health 
and Social Transfer (CHST) and fiscal transfer 
programs. The increase in the CHST reflected 
the September 2000 agreement reached by 
first ministers to increase base funding from 
$13.5 billion in 2000-01 to $17.3 billion in 
2001-02. The increase in fiscal transfers is 
attributable to higher equalization entitlements. 


* Direct program spending, consisting of total 
program spending less major transfers to 
persons and other levels of government, was up 
slightly, as a decline in operating and capital 


expenditures was more than offset by higher 
payments in the other components. The monthly 
fluctuations in these components are due in 
large part to the timing of payments and the 
completion of the transition to the new Financial 
Information Strategy. 


Public debt charges, on a year-over year basis, 
were down $0.3 billion, or 7.9 per cent, reflecting 
both a lower stock of interest-bearing debt and a 
decline in the average effective interest rate on 
that debt. 


April 2001 to September 2001: 
budgetary results 


Over the first six months of fiscal year 2001-02, 
the budgetary surplus was estimated at 

$13.6 billion, down $1.2 billion from the surplus 
reported in the same period of 2000-01. Budgetary 
revenues were up $1.4 billion, or 1.6 per cent, 
while public debt charges declined by $0.9 billion, 
or 4.3 per cent. These positive developments on the 
budgetary balance were more than offset by higher 
program spending, up $3.5 billion, or 6.6 per cent. 
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Table 2 
Budgetary revenues 


September 


2000 2001 


April to September 
Change 2000-01 2001-02 Change 


($ millions) (%) ($ millions) (%) 
Income taxes 
Personal income tax 8,580 8,342 -2.8 43,443 43,417 =-():1 
Corporate income tax estes) 1,541 -3.4 11,349 [od 90 
Other income tax revenue 164 226 37.8 1,439 1,688 ye 
Total income tax 10,339 10,109 -2.2 56.231 See 2 
Employment insurance 
premium revenues 1,437 1,342 -6.6 9,934 D815 -1.2 
Excise taxes and duties 
Goods and services tax 2,103 25 -18.0 12,398 12,098 ys 
Customs import duties 220 243 10.5 1,339 1,447 8.1 
Sales and excise taxes 7198 819 26 4,240 4,642 9.5 
Total excise taxes and duties Sez DS -10.7 17,9779 18,187 (le 
Total tax revenues 14,897 14,238 44 84,142 85,479 1.6 
Non-tax revenues 767 614 -19.9 4,062 4,174 2.8 
Total budgetary revenues 15,664 14,852 -5.2 88,204 89,653 1.6 


Among the major components of budgetary 
revenues, on a year-over-year basis: 


¢ Personal income tax collections declined 
marginally, as the impact of the tax reduction 
measures announced in the February 2000 
budget and October 2000 Economic Statement 
and Budget Update offset higher final tax 
payments, received in April and May, with 
respect to the 2000 taxation year. 


¢ Corporate income tax revenues were up 
$1.0 billion, or 9.0 per cent. As noted in 
previous Fiscal Monitors, this current 
year-over-year increase primarily reflects the 
tax instalment procedures. Corporations are 
required to remit monthly instalments based on 
either their previous year’s actual tax liability or 
their current year’s projected tax liability, with 
final settlement payments made within 60 days 
of the end of their taxation year. Throughout 
most of 2000-01 monthly tax instalments were 
based on the tax liability for 1999. However, 
corporate profits grew strongly in 2000, with the 
result that the monthly instalment payments 
understated the final tax liability for 2000-01. 


With monthly instalments now based on the tax 
liability for 2000, the year-over-year change 

in the monthly results could be misleading, as 
they do not yet reflect the decline in operating 
profits of Canadian corporations in the first 
half of 2001. 


EI premium revenues were down 1.2 per cent, 
as the decline in premium rates more than offset 
the growth in the number of people employed 
and therefore paying premiums. The employee 
rate for 2001 is $2.25 per $100 of insurable 
earnings, compared to $2.40 in 2000 and 

$2555 101999) 


Excise taxes and duties increased $0.2 billion, 
or 1.2 per cent. GST revenues were down 

2.4 per cent, primarily attributable to higher 
refunds and rebates and lower collections on 
imports. Customs import duties were up 

8.1 per cent, while sales and excise taxes were 
up 9.5 per cent, in part reflecting the increase 
in tobacco excise taxes. 


¢ Non-tax revenues were up 2.8 per cent. 
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Table 3 
Budgetary expenditures 
September April to September 
2000 2001 Change 2000-01 2001-02 Change 
($ millions) (%) ($ millions) (%) 
Transfer payments to: 
Persons 
Elderly benefits 2120 2121 0.0 11953 12501 4.6 
Employment insurance benefits 671 967 44.1 5,056 S697, 16.6 
Total 2,791 3,088 10.6 17,009 18,398 8.2 
Other levels of government 
Canada Health and Social Transfer [125 1,442 28.2 6,750 8,650 28.1 
Fiscal transfers 993 1,046 575 Beye || 6,236 6.9 
Alternative Payments for 
Standing Programs -206 -200 -2.9 -1,233 -1,200 -2.7 
Total L912 2,288 19.7 11,348 13,686 20.6 
Direct program spending 
Subsidies and other transfers 
Agriculture 109 19 -82.6 Diss) 463 81.6 
Foreign Affairs 40 108 170.0 566 633 11.8 
Health 148 jl -18.2 566 591 4.4 
Human Resources Development oe, 152 360.6 459 625 36.2 
Indian and Northern Development 444 348 -21.6 2,470 ZA2ZO -13.8 
Industry and Regional Development 9] iD -86.8 606 607 0.2 
Veterans Affairs 121 OF, 520) Thies 747 4.0 
Other 76 234 207.9 1,032 1,148 Li 
Total 1,062 ILA 5.6 6,672 6,943 4.1 
Payments to Crown corporations 
Canadian Broadcasting Corporation 65 80 Daya 515 565 9.7 
Canada Mortgage and 
Housing Corporation 150 158 +3 920 948 3.0 
Other 90 130 44.4 708 756 6.8 
Total 305 368 207) 2NAS 2,269 aw 
Operating and capital expenditures 
Defence 874 842 -3.7 A JIS 4,838 1.4 
All other departmental expenditures 1,468 1,461 -0.5 10,828 10,144 -6.3 
Total 2342 2303 -1.7 15,601 14,982 -4.0 
Total direct program spending 3,109 3,192 Dep) 24,416 24,194 -0.9 
Total program expenditures 8,412 9,168 9.0 2,773 56,278 6.6 
Public debt charges 3,4/2 3,198 -7.9 20,697 19,801 -4,3 


Total budgetary expenditures 11,884 12,366 4.1 73,470 76,079 3.6 


Memorandum item: 
Total transfers 5,765 6,497 tea 35,029 39,027 11.4 


Among the major components of program 
spending, on a year-over-year basis: 


e Transfers to persons were up 8.2 per cent, 
attributable to higher elderly and EI benefit 
payments. The increase in elderly benefit 
payments reflects an increase in the number 
of individuals eligible for benefits and higher 
average benefits, which are indexed to inflation. 
The increase in EI benefit payments primarily 
reflects the impact of program enhancements, 
as well as an increase in the number of 
beneficiaries. 


¢ Major transfers to other levels of government 
were up 20.6 per cent, reflecting higher cash 
transfers under the CHST and fiscal transfer 
programs. The increase in the CHST reflected 
the September 2000 agreement reached by 
first ministers to increase base funding from 
$13.5 billion in 2000-01 to $17.3 billion in 
2001-02. The increase in fiscal transfers 
was primarily due to higher equalization 
entitlements, reflecting the continued stronger 
growth in Ontario than in the equalization- 
receiving provinces. 


¢ Direct program spending, consisting of total 
program spending less the major transfers to 
persons and other levels of government, 
declined by 0.9 per cent. Developments in this 
component are largely affected by the timing 
of payments as well as the full implementation 
of the new Financial Information Strategy. 
The introduction of the new system has resulted 
in a change in the monthly profile of spending. 
This will result in a larger portion of spending 
being recorded in the second half of the year 
than that recorded in previous years. 


The year-over-year decline in public debt charges 
of $0.9 billion reflected the impact of declines in 
both the stock of interest-bearing debt and the 
average effective interest rate on that debt. 


Financial source of $4.2 billion 
(excluding foreign exchange transactions) 
for April 2001 to September 2001 


The budgetary balance is presented on a modified 
accrual basis of accounting, recording government 
liabilities when they are incurred, regardless of 
when the cash payment is made. In addition, the 
budgetary balance includes only those activities 


over which the Government has legislative control. 
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In contrast, financial requirements/source measures 
the difference between cash coming in to the 
Government and cash going out. Financial 
requirements/source differs from the budgetary 
balance as the former includes transactions in 
loans, investments and advances, federal 
employees’ pension accounts, other specified 
purpose accounts, and changes in other financial 
assets and liabilities. These activities are included 
as part of non-budgetary transactions. The 
conversion from accrual to cash is also reflected 
in non-budgetary transactions. 


Non-budgetary transactions resulted in a net 
requirement of $9.4 billion in the first six months 
of 2001-02, compared to a net requirement of 
$6.2 billion in the same period in 2000-01. 
Traditionally, there are large requirements in the 
first half of any fiscal year, reflecting the payment 
of personal income tax refunds and certain 
liabilities, which were recognized in previous 
years’ budgetary results. 


As a result, with a budgetary surplus of 

$13.6 billion and a net requirement of $9.4 billion 
from non-budgetary transactions, there was a 
financial source (excluding foreign exchange 
transactions) of $4.2 billion in the April 2001 to 
September 2001 period, compared to a source 

of $8.6 billion in the same period last year. 


Net financial source of $4.7 billion 
for April 2001 to September 2001 


Foreign exchange transactions represent all 
transactions in international reserves held in the 
Exchange Fund Account. The purpose of the 
Exchange Fund Account is to promote order and 
stability in the foreign exchange market. The 
buying of Canadian dollars represents a source 
of funds from exchange fund transactions, while 
the selling of Canadian dollars represents a 
requirement. Changes in foreign currency 
liabilities, which are undertaken to change the 
level of Canada’s foreign exchange reserves, also 
impact on foreign exchange transactions. Taking 
all of these factors into account, there was a net 
source of $0.5 billion in the first six months of 
2001-02, compared to a net requirement of 

$0.6 billion in the same period in 2000-01. 
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Table 4 
The budgetary balance and financial requirements/source 
September April to September 
2000 2001 2000-01 2001-02 
($ millions) 
Budgetary balance (deficit/surplus) 3,780 2,486 14,734 13,574 
Loans, investments and advances 
Crown corporations 100 106 206 SPS) 
Other 42 -528 183 -507 
Total 142 -422 389 -152 
Specified purpose accounts 
Canada Pension Plan Account 128 578 -538 -618 
Superannuation accounts -14 -185 1,460 -652 
Other 150 -6 -65 34 
Total 264 387 857 -1,236 
Other transactions -558 -157 -7,408 -8,011 
Total non-budgetary transactions Sy -192 -6,162 = 399 
Financial requirements/source 
(excluding foreign exchange transactions) 3,628 2,294 8,572 4,175 
Foreign exchange transactions 485 1,652 -620 499 
Net financial balance 4,113 3,946 fiw By! 4,674 
Table 5 
Net financial balance and net borrowings 
September April to September 
2000 2001 2000-01 2001-02 


($ millions) 
Net financial balance 4,113 3,946 7,952 4,674 


Net increase (+)/decrease (-) in borrowings 
Payable in Canadian dollars 


Marketable bonds -4,933 -8,693 6,018 -5,983 
Canada Savings Bonds -98 -38 -790) -349 
Treasury bills -6,200 400 -20,050 -4,000 
Other -376 -4 82 -9 
Total -11,607 -8,335 -14,740 -10,341 
Payable in foreign currencies 
Marketable bonds 0 0 -2,174 -1,576 
Notes and loans -4] 
Canada bills -509 -1,114 -1,395 -2,123 
Canada notes 0 -173 
Total -509 -1,114 -3,569 -3,913 
Net change in borrowings , -12,116 -9,449 -18,309 -14,254 


Change in cash balance -8,003 -5,503 -10,357 -9,580 
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Table 6 
Condensed statement of assets and liabilities 
March 31, 2001 September 30, 2001 Change 
. ($ millions) 
Liabilities 
Accounts payable, accruals and allowances 43,644 43,481 -163 


Interest-bearing debt 
Pension and other accounts 


Public sector pensions 129,185 1283533 -652 
Canada Pension Plan (net of securities) 6,391 Do -618 
Other pension and other accounts 1,203 7,287 34 
Total pension and other accounts 142,829 141,593 -1,236 


Unmatured debt 
Payable in Canadian dollars 


Marketable bonds 294,973 288,990 -5,983 

Treasury bills 88,700 84,700 -4,000 

Canada Savings Bonds 26,099 DODO -349 

Other 3,473 3,464 -9 

Subtotal 413,245 402,904 -10,341 

Payable in foreign currencies 335198 29,245 -3,913 

Total unmatured debt 446,403 432,149 -14,254 

Total interest-bearing debt 389,232 573,742 -15,490 

Total liabilities 632,876 617,223 -15,654 

Assets 

Cash and accounts receivable 19,186 17,454 -1,733 

Foreign exchange accounts 505270 49,771 -499 
Loans, investments and advances 

(net of allowances) 16,042 16,194 [52 

Total assets 85,498 83,419 -2,080 


Accumulated deficit (net public debt) 547,378 533,804 -13,574 
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With a budgetary surplus of $13.6 billion, a net 
requirement of $9.4 billion from non-budgetary 
transactions and a net source of $0.5 billion from 
foreign exchange transactions, there was a net 
financial source of $4.7 billion in the April 2001 to 
September 2001 period, compared to a net source 
of $8.0 billion in the same period in 2000-01. 


Net borrowings down $14.3 billion 
for April 2001 to September 2001 


Although there was a net financial source of only 
$4.7 billion in the first six months of 2001-02, the 
Government did reduce its holding of market debt 
by $14.3 billion through the drawing down of cash 
balances. The level of cash balances varies from 
month to month based on a number of factors 
including periodic large debt maturities, which can 
be quite volatile on a monthly basis. At the end of 
September 2001 they stood at $3.6 billion, down 
$9.6 billion from March 31, 2001. 


Note to Readers: 


The Government’s financial statements are 
presented on a modified accrual basis of 
accounting. This means that while most operating 
expenditures and non-tax revenues are recorded in 
the financial statements when they are incurred or 
earned (even if cash is not paid out or received 
until later), tax revenues are accounted for when 
cash is received and the entire amount of capital 


acquisitions, such as buildings, are treated as 
expenditures when acquired. In the February 1995 
budget the Government announced its intention to 
adopt full accrual accounting. To this end, it has 
successfully introduced the Financial Information 
Strategy (FIS), a multi-year project which 
modernized financial systems and accounting 
practices. FIS consists of three components: the 
implementation of new financial systems, the 
adoption of full accrual accounting, and the 
provision of improved financial information to 
managers. In the 2000 budget the Government 

set a target date of 2001-02 for implementation 
of the first two components of FIS. 


For the time being the monthly results for 2001-02 
will continue to be presented on a modified 
accrual basis of accounting. However, the final 
audited financial statements for 2001-02, 
scheduled for release in the fall of 2002, will be 
presented on a full accrual basis of accounting. 
Previous years’ results will also be restated on a 
full accrual basis. For more information, see the 
backgrounder /mplementation of Full Accrual 
Accounting in the Federal Government’s Financial 
Statements at www.fin.gc.ca. 


For additional copies or subscription inquiries, please contact the Distribution Centre at (613) 995-2855. 
For other inquiries about this publication, contact Peter DeVries at (613) 996-7397. 


Also available on the Internet (including advance tentative release dates) at http://www.fin.gc.ca/ &) 
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Highlights 
October 2001: budgetary deficit of $0.3 billion 


There was a budgetary deficit of $0.3 billion in October 2001 compared to a deficit of $0.1 billion in 
October 2000. However, the October 2000 estimate includes the one-time $1-billion transfer to the 
Medical Equipment Fund, which resulted in the deficit that was recorded in that month. On a 
year-over-year basis, budgetary revenues increased $0.3 billion while program spending increased 
$0.6 billion. Public debt charges declined by $0.1 billion. 


April 2001 to October 2001: budgetary surplus of $13.2 billion 


The budgetary surplus was estimated at $13.2 billion for the April 2001 to October 2001 period, down 
$1.4 billion from the surplus of $14.6 billion reported in the same period of 2000-01. However, the results 
for 2001-02 include one-time revenue gains associated with higher personal income taxes paid on filing 
with respect to the strong increases in capital gains recorded in 2000, thereby overstating the underlying 
surplus for 2001-02. 


In future months the cumulative surplus will continue to fall, in part reflecting the ongoing impact of the 
tax cuts and spending initiatives implemented in the February 2000 budget and October 2000 Economic 
Statement and Budget Update, as well as those announced before and proposed in the 2001 budget. In 
addition, the effect of the slowing economy on corporate profits and personal income will adversely affect 
the fiscal results, especially in the latter part of the year. As noted in the 2001 budget, any surplus reported 
at the end of 2001-02 will be allocated to the Africa Fund and to the Strategic Infrastructure Foundation. 


and employer contributions to the CPP and 

EI accounts. On a monthly basis deductions for 
these liabilities are based on estimates, with 
adjustments made when data become available 
from the Canada Customs and Revenue Agency. 
Based on taxation data for 1999, transfers of 
$1.4 billion were made from personal income tax 
revenues to the CPP and EI accounts, thereby 


October 2001: budgetary results 


Budgetary revenues increased $0.3 billion, or 

2.2 per cent, on a year-over-year basis. Higher 
personal income tax revenues and excise taxes and 
duties more than offset declines in the other major 
revenue components. 


¢ Personal income tax revenues increased 


$0.4 billion, or 7.5 per cent. All of this increase 
is attributable to prior-year adjustments to the 
Canada Pension Plan (CPP) and employment 
insurance (EI) accounts, which dampened the 
October 2000 results. Gross remittances received 
include not only federal personal income tax 
liabilities but also provincial tax liabilities 

(as set out under the tax collection agreements 
with participating provinces) and employee 


Be aie Department of Finance Ministere des Finances 


Canada Canada 


dampening personal income tax revenues in 
October 2000. No adjustments were made to the 
October 2001 results. Excluding the impact of 
these adjustments from the October 2000 results, 
personal income tax revenues would have been 
lower this year. This reflects the impact of the 
tax reduction measures announced in the 
February 2000 budget and the October 2000 
Economic Statement and Budget Update, 


Canada 
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Table | 
Summary statement of transactions 


October April to October 
2000 2001 2000-01 2001-02 


($ millions) 


Budgetary transactions 


Revenues ona! 13,620 101,528 103,272 
Program spending - 10,063 -10,675 -62,837 -66,954 
Operating surplus 3,261 2,945 38,691 36,318 
Public debt charges -3,406 -3,287 -24,103 -23,088 
Budgetary balance (deficit/surplus) -145 -342 14,588 13,230 
Non-budgetary transactions 948 -1,530 -5,211 -10,930 
Financial requirements/source 
(excluding foreign exchange transactions) 803 -1,872 DT 2,300 
Foreign exchange transactions 692 -1,010 1 -512 
Net financial balance 1,495 -2,882 9,449 1,788 
Net change in borrowings 3,658 4,546 -14,652 -9,708 
Net change in cash balances ol oe) 1,664 -5,203 -7,920 
Cash balance at end of period tao aay 


Note: Positive numbers indicate a net source of funds. Negative numbers indicate a net requirement for funds. 


as well as enrichments to the Canada Child Tax 
Benefit announced in previous budgets. In 
addition, the slowdown in economic growth is 
restraining the overall growth in personal 
income tax revenues. 


¢ Non-tax revenues declined 5.1 per cent, largely 
reflecting the timing of receipts and lower 
interest earnings on bank balances. 


The year-over-year increase in program spending 
of $0.6 billion, or 6.1 per cent, primarily reflects 
strong increases in transfers to persons and in 
direct program spending. 


¢ Corporate income tax revenues declined 
$0.4 billion, or 21.3 per cent, reflecting both 
higher refunds and a decline in gross 


collecuons ¢ Major transfers to persons were up $0.4 billion, 


or 15.3 per cent, primarily reflecting higher EI 
benefit payments, which were up 43.5 per cent. 
The increase in EI benefit payments reflects 
the impact of benefit enhancements announced 
in the February 2000 budget and in 

September 2000, as well as an increase in the 
number of beneficiaries. Elderly benefits 
increased 4.9 per cent. 


¢ El premium revenues declined $0.4 billion, or 
26.0 per cent, primarily reflecting the impact of 
the prior-year adjustments described above, 
which increased revenues in October 2000. 
In addition, premium rates are lower (the 
employee rate for 2001 is $2.25 per $100 of 
insurable earnings compared to $2.40 in 2000). 


¢ Excise taxes and duties increased $0.8 billion, 


or 23.1 per cent. Most of this increase was 
attributable to higher goods and services tax 
(GST) revenues, primarily reflecting the timing 
of receipts (September 2001 revenues were 
$0.3 billion lower than in September 2000). 


¢ Major transfers to other levels of government 


were down $0.6 billion, or 21.0 per cent. More 
than all of this decline was attributable to the 
payment of $1 billion in trust to the provinces 
and territories for new medical equipment as 
part of the September 2000 Health Accord. 
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Table 2 
Budgetary revenues 


October April to October 
2000 2001 Change 2000-01 2001-02 Change 
($ millions) (%) ($ millions) (%) 
Income taxes 
Personal income tax 5,397 5,800 HIBS) 48,840 49,218 0.8 
Corporate income tax 18535 1,459 PA te, 13,201 13,832 48 
Other income tax revenue 381 378 -0.8 1,820 2,065 135 
Total income tax Oo O54, 0.1 63,861 GS115 20 
Employment insurance 
premium revenues 1,614 1,194 -26.0 11,548 11,009 -4.7 
Excise taxes and duties 
Goods and services tax 22325 Bel 2 36.4 La 15,269 Beg 
Customs import duties 230 Ba2 44.3 1,569 77 133 
Sales and excise taxes 706 509 27-9 4,946 5,150 4.1 
Total excise taxes and duties 3261 4,013 Deal 22388 22,196 45 
Total tax revenues 12,506 12,844 Di, 96,647 98,320 7 
Non-tax revenues 818 7716 Sil 4.881 4,952 jhe! 
Total budgetary revenues 13,324 13,620 PIG LOT528 103,292 ley 


Excluding the impact of this special payment, 
transfers increased by $0.4 billion, or 

20.7 per cent. The increase in the Canada 
Health and Social Transfer (CHST) reflects the 
September 2000 agreement reached by first 
ministers to increase base funding from 

$13.5 billion in 2000-01 to $17.3 billion in 
2001-02. The increase in fiscal transfers is 
attributable to higher equalization entitlements. 


¢ Direct program spending, consisting of total 
program spending less major transfers to 
persons and other levels of government, 
increased $0.8 billion, or 18.1 per cent. All 
major components were higher, except 
payments to Crown corporations. The monthly 
fluctuations in these components are due in 
large part to the timing of payments and the 
completion of the transition to the new 
Financial Information Strategy. 


Public debt charges, on a year-over year basis, 
were down $0.1 billion, or 3.5 per cent, reflecting 
both a lower stock of interest-bearing debt and a 
decline in the average effective interest rate on 
that debt. 


April 2001 to October 2001: 
budgetary results 


Over the first seven months of fiscal year 2001-02, 
the budgetary surplus was estimated at 

$13.2 billion, down $1.4 billion from the surplus 
reported in the same period of 2000-01. Budgetary 
revenues were up $1.7 billion, or 1.7 per cent, 
while public debt charges declined by $1.0 billion, 
or 4.2 per cent. These positive developments on the 
budgetary balance were more than offset by higher 
program spending, up $4.1 billion, or 6.6 per cent. 


Among the major components of budgetary 
revenues, on a year-over-year basis: 


¢ Personal income tax collections increased 
marginally, as higher final tax payments 
received in April and May with respect to the 
2000 taxation year, as well as prior-year 
adjustments affecting the October 2000 results, 
offset the impact of the tax reduction measures 
announced in the February 2000 budget and 
October 2000 Economic Statement and 
Budget Update. 
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Table 3 
Budgetary expenditures 


October April to October 
2000 2001 Change 2000-01 2001-02 Change 
($ millions) (%) ($ millions) (%) 
Transfer payments to: 
Persons 
Elderly benefits 2,037 RMN ET! 4.9 13,990 14,638 4.6 
Employment insurance benefits 750 1,076 43.5 5,806 oes. 2031 
Total 2,787 3213 15.3 195796 ZA,6 1 92 
Other levels of government 
Canada Health and Social Transfer 1.125 1,442 20.2 TESTS 10,092 28.2 
Fiscal transfers 976 1,046 Te 6,807 T2051 7.0 
Medical Equipment Fund 1,000 1,000 
Alternative Payments for 
Standing Programs -206 -200 -2.9 -1,439 -1,400 -2.7 
Total 2,895 2,288 -21.0 14,243 [55973 hat 
Direct program spending 
Subsidies and other transfers 
Agriculture ih 40 471.4 263 504 91.6 
Foreign Affairs Ze 245 15.6 778 879 13.0 
Health 67 107 See 633 698 103 
Human Resources Development 120 liye) 15.8 ie 764 32.0 
Indian and Northern Development 176 33 TTS 2,646 2,442 -7.7 
Industry and Regional Development 125 201 60.8 To. 808 10.4 
Veterans Affairs 122 121 -0.8 841 868 32 
Other 57 ves} 308.8 1,087 1,388 29) 
Total 886 1,399 a7 pes) 8,351 105 
Payments to Crown corporations 
Canadian Broadcasting Corporation 100 83 -17.0 615 648 5.4 
Canada Mortgage and 
Housing Corporation 150 158 DAS) 1,070 1,106 3.4 
Other 167 170 1.8 874 P| 6.1 
Total 417 411 -1.4 2,599 2,681 4.8 
Operating and capital expenditures 
Defence 989 1037 4.9 epi keys 5,876 2.0 
All other departmental expenditures 2,089 Ds Bea 11.4 12,918 125462 -3.5 
Total 3,078 3,364 he: 18,680 18,338 -1.8 
Total direct program spending 4,381 5,174 13:1 28,798 297310 2.0 
Total program expenditures 10,063 10,675 6.1 62,837 66,954 6.6 
Public debt charges 3,406 3,287 =.) 24,103 23,088 -4.2 
Total budgetary expenditures 13,469 13,962 Shel 86,940 90,042 3.6 
Memorandum item: 
Total transfers 6,568 6,900 Sal 41,598 45,935 10.4 
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¢ Corporate income tax revenues were up 
$0.6 billion, or 4.8 per cent. The increase in 
year-to-date revenues has dropped significantly 
in recent months as corporations are revising 
their instalment payments to reflect lower 
corporate profits in 2001. 


¢ EI premium revenues were down $0.5 billion, 
or 4.7 per cent, as the impact of prior-year 
adjustments affecting the October 2000 results, 
coupled with the decline in premium rates, 
more than offset the impact of the growth in 
the number of people employed and therefore 
paying premiums. 


e Excise taxes and duties increased $1.0 billion, 
or 4.5 per cent. GST revenues were up 
3.7 per cent, customs import duties were up 
13.3 per cent and sales and excise taxes were 
up 4.1 per cent. 


¢ Non-tax revenues were up 1.5 per cent. 


Among the major components of program 
spending, on a year-over-year basis: 


¢ Transfers to persons were up 9.2 per cent, 
attributable to higher elderly and EI benefit 
payments. The increase in elderly benefit 
payments reflects an increase in the number of 
individuals eligible for benefits and higher 
average benefits, which are indexed to inflation. 
The increase in EI benefit payments primarily 
reflects the impact of program enhancements, 
as well as an increase in the number of 
beneficiaries. 


¢ Major transfers to other levels of government 
were up 12.1 per cent, reflecting higher cash 
transfers under the CHST and fiscal transfer 
programs. The increase in the CHST reflects 
the September 2000 agreement reached by 
first ministers to increase base funding from 
$13.5 billion in 2000-01 to $17.3 billion in 
2001-02. The increase in fiscal transfers is 
primarily due to higher equalization 
entitlements, reflecting the continued 
stronger growth in Ontario than in the 
equalization-receiving provinces. The 
year-to-date results are also affected by the 
special payment of $1 billion to the Medical 
Equipment Fund in October 2000. 


¢ Direct program spending, consisting of total 
program spending less the major transfers to 
persons and other levels of government, 


increased 2.0 per cent. Developments in this 
component are largely affected by the timing 
of payments as well as the full implementation 
of the new Financial Information Strategy. The 
introduction of the new system has resulted in 
a change in the monthly profile of spending. 
This will result in a larger portion of spending 
being recorded in the second half of the year 
than that recorded in previous years. 


The year-over-year decline in public debt charges 
of $1.0 billion reflects the impact of declines in 
both the stock of interest-bearing debt and the 
average effective interest rate on that debt. 


Financial source of $2.3 billion 
(excluding foreign exchange transactions) 
for April 2001 to October 2001 


The budgetary balance is presented on a modified 
accrual basis of accounting, recording government 
liabilities when they are incurred, regardless of 
when the cash payment is made. In addition, the 
budgetary balance includes only those activities 
over which the Government has legislative control. 


In contrast, financial requirements/source measures 
the difference between cash coming in to the 
Government and cash going out. Financial 
requirements/source differs from the budgetary 
balance as the former includes transactions in 
loans, investments and advances, federal 
employees’ pension accounts, other specified 
purpose accounts, and changes in other financial 
assets and liabilities. These activities are included 
as part of non-budgetary transactions. The 
conversion from accrual to cash is also reflected 
in non-budgetary transactions. 


Non-budgetary transactions resulted in a net 
requirement of $10.9 billion in the first seven 
months of 2001-02, compared to a net 
requirement of $5.2 billion in the same period 
in 2000-01. Traditionally, there are large 
requirements in the first part of any fiscal year, 
reflecting the payment of personal income tax 
refunds and certain liabilities, which were 
recognized in previous years’ budgetary results. 
In addition, transfers to the Canada Pension Plan 
Account and Public Sector Pension Investment 
Board resulted in higher requirements this year 
than in the same period last year. 
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Table 4 
The budgetary balance and financial requirements/source 
October April to October 
2000 2001 2000-01 2001-02 
($ millions) 
Budgetary balance (deficit/surplus) -145 -342 14,588 13,230 
Loans, investments and advances 
Crown corporations 50 24 256 379 
Other -961 -423 -778 -930) 
Total -911 -399 -522 -55] 
Specified purpose accounts 
Canada Pension Plan Account 871 -745 533 -1,363 
Superannuation accounts 175 -154 1,636 -807 
Other 9 -17 -56 16 
Total 1,055 -916 1,913 -2,154 
Other transactions 804 -215 -6,602 -8,225 
Total non-budgetary transactions 948 -1,530 =,2 1) -10,930 
Financial requirements/source 
(excluding foreign exchange transactions) 803 -1,872 Wei ia! 2,300 
Foreign exchange transactions 692 -1,010 12 -512 
Net financial balance 1,495 -2,882 9,449 1,788 
Table 5 
Net financial balance and net borrowings 
October April to October 
2000 2001 2000-01 2001-02 


($ millions) 
Net financial balance 1,495 -2,882 9,449 1,788 


Net increase (+)/decrease (-) in borrowings 
Payable in Canadian dollars 


Marketable bonds 3,931 1,435 9,949 -4,548 
Canada Savings Bonds -19] 120 -981 -469 
Treasury bills -300 2,800 -20,350 -1,200 
Other 109 0 191 -9 
Total 3,549 PooS -11,191 -6,226 
Payable in foreign currencies 
Marketable bonds -28 0 -2,202 -1,576 
Notes and loans -4] 
Canada bills 3 43] 315223 -1,692 
Canada notes -36 0 -36 -173 
Total 109 43] -3,461 -3,482 
Net change in borrowings 3,658 4,786 -14,652 -9,708 


Change in cash balance mes) 1,904 -5,203 -7,920 
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Table 6 
Condensed statement of assets and liabilities 
March 31, 2001 October 31, 2001 Change 
($ millions) 
Liabilities 
Accounts payable, accruals and allowances 43,644 32,130 -11,514 


Interest-bearing debt 
Pension and other accounts 


Public sector pensions I PAD A ors 128,378 -807 
Canada Pension Plan (net of securities) 6,391 5,028 -1,363 
Other pension and other accounts 1255 T2609 16 
Total pension and other accounts 142,829 140,675 -2,154 


Unmatured debt 
Payable in Canadian dollars 


Marketable bonds 294,973 290,425 -4,548 

Treasury bills 88,700 87,500 -1,200 

Canada Savings Bonds 26,099 25,630 -469 

Other 3,473 3,464 -9 

Subtotal 413,245 407,019 -6,226 

Payable in foreign currencies 33,158 29,676 -3,482 

Total unmatured debt 446,403 436,695 -9,708 

Total interest-bearing debt 589,232 ou) -11,862 

Total liabilities 632,876 609,499 -23,377 

Assets 

Cash and accounts receivable 19,186 7,977 =11,210 

Foreign exchange accounts 50,270 505782 Sie 
Loans, investments and advances 

(net of allowances) 16,042 16,593 Sot 


Total assets 85,498 asso -10,147 
Accumulated deficit (net public debt) 547,378 534,148 =13,230 
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As a result, with a budgetary surplus of 

$13.2 billion and a net requirement of 

$10.9 billion from non-budgetary transactions, 
there was a financial source (excluding foreign 
exchange transactions) of $2.3 billion in the 

April 2001 to October 2001 period, compared to a 
source of $9.4 billion in the same period last year. 


Net financial source of $1.8 billion 
for April 2001 to October 2001 


Foreign exchange transactions represent all 
transactions in international reserves held in the 
Exchange Fund Account. The purpose of the 
Exchange Fund Account is to promote order and 
stability in the foreign exchange market. The 
buying of Canadian dollars represents a source 
of funds from exchange fund transactions, while 
the selling of Canadian dollars represents a 
requirement. Changes in foreign currency 
liabilities, which are undertaken to change the 
level of Canada’s foreign exchange reserves, also 
impact on foreign exchange transactions. Taking 
all of these factors into account, there was a net 
requirement of $0.5 billion in the first seven 
months of 2001-02, compared to a net source of 
$0.1 billion in the same period in 2000-01. 


With a budgetary surplus of $13.2 billion, a net 
requirement of $10.9 billion from non-budgetary 
transactions and a net requirement of $0.5 billion 
from foreign exchange transactions, there was 

a net financial source of $1.8 billion in the 

April 2001 to October 2001 period, compared 

to a net source of $9.4 billion in the same period 
in 2000-01. 


Net borrowings down $9.7 billion for 
April 2001 to October 2001 


Although there was a net financial source of only 
$1.8 billion in the first seven months of 2001-02, 
the Government did reduce its holding of market 
debt by $9.7 billion through the drawing down of 
cash balances. The level of cash balances varies 
from month to month based on a number of factors 
including periodic large debt maturities, which 

can be quite volatile on a monthly basis. At the 
end of October 2001 they stood at $5.3 billion, 
down $7.9 billion from March 31, 2001. 


Note to Readers: 


In the 2000 budget the Government set a target 
date of 2001-02 for implementation of full accrual 
accounting. However, it is government convention 
that the audited financial statements report be 
presented on the same basis of accounting as in 
the budget. Given the timing of the 2001 budget 
and the fact that important components of the 
information required to implement full accrual 
accounting have not yet been verified and audited, 
it is not possible to move to a full accrual basis of 
accounting at this time. Therefore, the Government 
has decided to delay the implementation of full 
accrual accounting for at least one year. 


For additional copies or subscription inquiries, please contact the Distribution Centre at (613) 995-2855. 
For other inquiries about this publication, contact Peter DeVries at (613) 996-7397. 


Also available on the Internet (including advance tentative release dates) at www.fin.gc.ca. &) 
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‘Highlights 


November 2001: budgetary deficit of $1.2 billion 


There was a budgetary deficit of $1.2 billion in November 2001, compared to a surplus of $0.9 billion in 
November 2000. Budgetary revenues declined by $1.5 billion on a year-over-year basis, while program 
spending was $0.8 billion higher. Public debt charges declined by $0.1 billion. 


April 2001 to November 2001: budgetary surplus of $12.0 billion 


The budgetary surplus was estimated at $12.0 billion for the April 2001 to November 2001 period, down 
$3.5 billion from the surplus of $15.5 billion reported in the same period of 2000-01. The lower surplus to 
date reflects the ongoing impact of the tax cuts and spending initiatives implemented in the February 2000 
budget and October 2000 Economic Statement and Budget Update, as well as those announced before the 
December 2001 budget. In addition, the effect of the slowing economy on most of the major revenue 
components and employment insurance (EI) benefits is also adversely affecting the fiscal results. These 
results are consistent with the expected results for the year as a whole as outlined in the December 2001 
budget. As noted in the budget, any surplus reported at the end of 2001-02 will be allocated to the 

Africa Fund and the Strategic Infrastructure Foundation. 


November 2001: budgetary results 


Budgetary revenues declined $1.5 billion, or 

10.9 per cent, on a year-over-year basis. All major 
revenue components, except other income tax 
revenues, were lower. 


¢ Personal income tax revenues were marginally 
lower. This reflects the impact of the tax 
reduction measures announced in the February 
2000 budget and the October 2000 Economic 
Statement and Budget Update, as well as 
enrichments to the Canada Child Tax Benefit 
announced in previous budgets. In addition, the 
slowdown in economic growth is restraining the 
overall growth in personal income tax revenues. 


¢ Corporate income tax revenues declined 
$0.6 billion, or 33.3 per cent, primarily 
attributable to higher refunds. 


¢ EI premium revenues declined 3.4 per cent, 
primarily reflecting the impact of lower 
premium rates (the employee rate for 2001 is 
$2.25 per $100 of insurable earnings compared 
to $2.40 in 2000). 


e Excise taxes and duties declined $0.7 billion, or 
18.5 per cent. Throughout most of the current 
fiscal year, this component has been affected by 
the timing of receipts and processing of refunds. 
For example, in October 2001, revenues were up 
$0.8 billion on a year-over-year basis, 
accounting for part of the weakness in the 
current month. 


¢ Non-tax revenues declined 22.4 per cent, largely 
_reflecting the timing of receipts. 
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Table | 
Summary statement of transactions 
November April to November 
2000 2001 2000-01 2001-02 
($ millions) 
Budgetary transactions 
Revenues 13,780 12277), 115,308 115,548 
Program spending -9,401 -10,201 -72,236 -77,158 
Operating surplus 4,379 2,076 43,072 38,390 
Public debt charges -3,436 -3,319 -27,539 -26,406 
Budgetary balance (deficit/surplus) 943 -1,243 [55553 11,984 
Non-budgetary transactions 1,145 6 -4,068 -10,923 
Financial requirements/source 
(excluding foreign exchange transactions) 2,088 1237 11,465 1,061 
Foreign exchange transactions -2,004 10 -1,933 -502 
Net financial balance 84 =1,227 9532 359 
Net change in borrowings 4,906 9,568 -9,746 -14] 
Net change in cash balances 4,990 8,341 -214 418 
Cash balance at end of period 1S 5,259 


Note: Positive numbers indicate a net source of funds. Negative numbers indicate a net requirement for funds. 


Program spending increased by $0.8 billion, or 
8.5 per cent, on a year-over-year basis. Among 
the major components: 


¢ Major transfers to persons were up $0.2 billion, 
or 8.4 per cent, reflecting both higher elderly 
and EI benefit payments. The increase in 
EI benefit payments reflects the impact of 
benefit enhancements announced in the 
February 2000 budget and in September 2000, 
as well as an increase in the number of 
beneficiaries. 


Major transfers to other levels of government 
were up $0.3 billion, or 15.7 per cent. The 
increase in the Canada Health and Social 
Transfer (CHST) reflects the September 2000 
agreement reached by first ministers to increase 
base funding from $13.5 billion in 2000-01 

to $17.3 billion in 2001-02. The increase in 
fiscal transfers is attributable to higher 
equalization entitlements. 


¢ Direct program spending, consisting of total 


program spending less major transfers to 
persons and other levels of government, 
increased $0.2 billion, or 5.5 per cent. All 
major components were higher except all 
other departmental operating and capital 
expenditures. The monthly fluctuations in 
these components are due in large part to 
the timing of payments and the completion 
of the transition to the new Financial 
Information Strategy. 


Public debt charges, on a year-over year basis, 
were down $0.1 billion, or 3.4 per cent, reflecting 
both a lower stock of interest-bearing debt and 

a decline in the average effective interest rate on 
that debt. 
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Table 2 
Budgetary revenues 
November April to November 
2000 2001 Change 2000-01 2001-02 Change 
($ millions) (%) ($ millions) (%) 
Income taxes 
Personal income tax 6,150 G27 -0.4 54,990 Soeo45) 0.6 
Corporate income tax 1,879 16253 -33.3 15,080 15,084 0.0 
Other income tax revenue 244 276 isigil 2,064 DBA £3:5 
Total income tax S243 7,656 -7.5 Taos U21IA 0.9 
Employment insurance 
premium revenues IPO7S 1,036 -3.4 12,622 12,046 -4.6 
Excise taxes and duties 
Goods and services tax 2,619 2,106 -19.6 17,340 17,375 0.2 
Customs import duties 303 174 -42.6 1,872 1,951 42 
Sales and excise taxes 744 709 -4.7 5,691 5,861 3.0 
Total excise taxes and duties 3,666 2,989 -18.5 24,903 25,187 i Ba 
Total tax revenues 13.012 11,681 102 109,659 110,004 0.3 
Non-tax revenues 768 596 =22 4 5,649 5,544 -1.9 
Total budgetary revenues 13,780 eT a) -10.9 115,308 115,548 0.2 


April 2001 to November 2001: 
budgetary results 


Over the first eight months of fiscal year 2001-02, 
the budgetary surplus was estimated at $12.0 billion, 
down $3.5 billion from the surplus reported in the 
same period of 2000-01. Budgetary revenues were 
virtually unchanged from last year, while public 
debt charges declined by $1.1 billion, or 4.1 per cent. 
These positive developments on the budgetary 
balance were more than offset by higher program 
spending, up $4.9 billion, or 6.8 per cent. 


Among the major components of budgetary 
revenues, on a year-over-year basis: 


* Personal income tax collections increased 
marginally, as higher final tax payments received 
in April and May with respect to the 2000 
taxation year, as well as prior-year adjustments 
affecting the October 2000 results, offset the 
impact of the tax reduction measures announced 
in the February 2000 budget and October 2000 
Economic Statement and Budget Update. 


¢ Corporate income tax revenues were virtually 
unchanged, as higher refunds offset increased 
gross receipts. 


¢ EI premium revenues were down 4.6 per cent, 
as the impact of prior-year adjustments, which 
affected the October 2000 results, coupled with 
the decline in premium rates, more than offset 
the impact of the growth in the number of 
people employed and therefore paying 
premiums. 


¢ Excise taxes and duties increased $0.3 billion, 
or 1.1 per cent. Goods and services tax revenues 
were up marginally, customs import duties were 
up 4.2 per cent, while sales and excise taxes 
were up 3.0 per cent. 


e Non-tax revenues were down 1.9 per cent. 


Among the major components of program 
spending, on a year-over-year basis: 


¢ Transfers to persons were up 9.1 per cent, 
attributable to higher elderly and EI benefit 
payments. The increase in elderly benefit 
payments reflects an increase in the number of 
individuals eligible for benefits and higher 
average benefits, which are indexed to inflation. 
The increase in EI benefit payments primarily 
reflects the impact of program enhancements, as 
well as an increase in the number of beneficiaries. 
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Table 3 
Budgetary expenditures 
November April to November 
2000 2001 Change 2000-01 2001-02 Change 
($ millions) (%) ($ millions) (%) 
Transfer payments to: 
Persons 
Elderly benefits 2,051 NT 4.2 16,040 LOS 3 4.6 
Employment insurance benefits O10 OTS eS) 6,716 8,046 19.8 
Total 2,961 B10 8.4 22,150 24,821 On 
Other levels of government 
Canada Health and Social Transfer Li 1,442 28.2 9,000 [hes 2521 
Fiscal transfers 1,020 1,034 1.4 D820 8,315 6.2 
Medical Equipment Fund 1,000 
Alternative Payments for 
Standing Programs -206 -233 iets -1,644 -1,632 -0.7 
Total 1,939 2,243 15:7 16,183 18,216 126 
Direct program spending 
Subsidies and other transfers 
Agriculture Do 21 -8.7 286 525 83.6 
Foreign Affairs 125 121 -3.2 904 1,000 10.6 
Health 107 153 43.0 739 851 152 
Human Resources Development 28 142 407.1 607 906 49.3 
Indian and Northern Development 316 290 -8.2 2,962 2S -7.7 
Industry and Regional Development 90 151 67.8 821 958 Ifo! 
Veterans Affairs ili y! 132 12.8 958 1,000 4.4 
Other 287 254 =i hs) 1376 1,642 19.3 
Total 1,093 1,264 15.6 8,653 9,615 it 
Payments to Crown corporations 
Canadian Broadcasting Corporation 60 70 16.7 675 718 6.4 
Canada Mortgage and 
Housing Corporation 150 183 22.0 £220 1,289 Bi 
Other HS) 160 113.3 949 1,087 14.5 
Total 285 413 44.9 2,844 3,094 8.8 
Operating and capital expenditures 
Defence 15072 1,119 4.4 6,835 6,996 2.4 
All other departmental expenditures DOS! 1,952 -4.8 14,965 14,416 -3.7 
Total Bal23 3,071 aaa 21,800 20412 -1.8 
Total direct program spending 4,501 4,748 ane) Bo.2907) 34.1211 MSD 
Total program expenditures 9,401 10,201 8.5 12,236 ev ss 6.8 
Public debt charges 3,436 Sol. -3.4 27,539 26,406 -4.1 
Total budgetary expenditures 12,837 13520 By) 99,775 103,564 3.8 


Memorandum item: 
Total transfers 5,993 6,717 1271 47,592 92.052 10.6 


¢ Major transfers to other levels of government 
were up 12.6 per cent, reflecting higher cash 
transfers under the CHST and fiscal transfer 
programs. The increase in the CHST reflects 

the September 2000 agreement reached by 

first ministers to increase base funding from 
$13.5 billion in 2000-01 to $17.3 billion in 
2001-02. The increase in fiscal transfers is 
primarily due to higher equalization 
entitlements. The year-to-date results are also 
affected by the special payment of $1 billion to 
the Medical Equipment Fund in October 2000. 


¢ Direct program spending, consisting of total 
program spending less major transfers to 
persons and other levels of government, 
increased 2.5 per cent. Developments in this 
component are largely affected by the timing 
of payments as well as the full implementation 
of the new Financial Information Strategy. 
The introduction of the new system has resulted 
in a change in the monthly profile of spending. 
This will result in a larger portion of spending 
being recorded in the second half of the year 
than that recorded in previous years. 


The year-over-year decline in public debt charges 
of $1.1 billion reflects the impact of declines in 
both the stock of interest-bearing debt and the 
average effective interest rate on that debt. 


Financial source of $1.1 billion 
(excluding foreign exchange transactions) 
for April 2001 to November 2001 


The budgetary balance is presented on a modified 
accrual basis of accounting, recording 

government liabilities when they are incurred, 
regardless of when the cash payment is made. In 
addition, the budgetary balance includes only those 
activities over which the Government has 
legislative control. 
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In contrast, financial requirements/source 
measures the difference between cash coming 
in to the Government and cash going out. 
Financial requirements/source differs from the 
budgetary balance as the former includes 
transactions in loans, investments and 
advances, federal employees’ pension accounts, 
other specified purpose accounts, and changes 
in other financial assets and liabilities. These 
activities are included as part of non-budgetary 
transactions. The conversion from accrual to 
cash is also reflected in non-budgetary 
transactions. 


Non-budgetary transactions resulted in a net 
requirement of $10.9 billion in the first eight 
months of 2001-02, compared to a net 
requirement of $4.1 billion in the same period 
in 2000-01. Traditionally, there are large 
requirements in the first part of any fiscal year, 
reflecting the payment of personal income tax 
refunds and certain liabilities, which were 
recognized in previous years’ budgetary results. 
In addition, transfers of applicable pension 
assets to those Crown corporations setting up 
their own pension plans and higher transfers to 
the Canada Pension Plan Account resulted in 
higher requirements this year than in the same 
period last year. 


As a result, with a budgetary surplus of 

$12.0 billion and a net requirement of 

$10.9 billion from non-budgetary transactions, 
there was a financial source (excluding foreign 
exchange transactions) of $1.1 billion in the 
April 2001 to November 2001 period, compared 
to a source of $11.5 billion in the same period 
of 2000-01. 
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Table 4 
The budgetary balance and financial requirements/source 
November April to November 
2000 2001 2000-01 2001-02 
($ millions) 
Budgetary balance (deficit/ surplus) 943 -1,243 15533 11,984 
Loans, investments and advances 
Crown corporations SZ 50 308 428 
Other -9] -3 -869 -931 
Total -39 47 -561 -503 
Specified purpose accounts 
Canada Pension Plan Account -360 -584 -28 -1,947 
Superannuation accounts 71 -747 1,706 -1:552 
Other 16 62 -40 78 
Total -273 -1,269 1,638 -3,421 
Other transactions VAST 1,228 -5,145 -6,999 
Total non-budgetary transactions 1,145 6 -4,068 -10,923 
Financial requirements/source 
(excluding foreign exchange transactions) 2,088 -1,237 11,465 1,061 
Foreign exchange transactions -2,004 10 -1,933 -502 
Net financial balance 84 =1 227 ie 59 
Table 5 
Net financial balance and net borrowings 
November April to November 
2000 2001 2000-01 2001-02 


($ millions) 
Net financial balance 84 ob 227 9532 559 


Net increase (+)/decrease (-) in borrowings 
Payable in Canadian dollars 


Marketable bonds 5,500 SoD 15,449 802 
Canada Savings Bonds -243 -2,043 -1,224 -2,512 
Treasury bills -400 6,700 -20,750 5,500 
Other -153 -12 38 -21 
Total 4,704 9,996 -6,487 3,769 
Payable in foreign currencies 
Marketable bonds 0 0 -2,202 -1,576 
Notes and loans -4] 
Canada bills 202 -428 -1,021 -2,120 
Canada notes 0 0 -36 -173 
Total 202 -428 -3,259 -3,910 
Net change in borrowings ; 4.906 9,568 -9,746 e144 


Change in cash balance 4,990 8,341 -214 418 
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Table 6 
Condensed statement of assets and liabilities 
March 31, 2001 November 30, 2001 Change 
($ millions) 
Liabilities 
Accounts payable, accruals and allowances 43,644 35,264 -8,380 


Interest-bearing debt 
Pension and other accounts 


Public sector pensions 129,185 127,633 Aloe 
Canada Pension Plan (net of securities) 6,391 4,444 -1,947 
Other pension and other accounts 1-288 Tak 78 
Total pension and other accounts 142,829 139,408 -3,421 


Unmatured debt 
Payable in Canadian dollars 


Marketable bonds 294,973 QO STIS 802 

Treasury bills 88,700 94,200 5,500 

Canada Savings Bonds 20,099 23,587 -2,512 

Other 3,473 3,402 -21 

Subtotal 413,245 417,014 3,769 

Payable in foreign currencies 33,158 29,248 -3,910 

Total unmatured debt 446,403 446,262 -14] 

Total interest-bearing debt 589,232 585,671 -3,561 

Total liabilities 632,876 620,935 -11,941 

Assets 

Cash and accounts receivable 19,186 ep 5 -961 

Foreign exchange accounts 50,270 S02 502 
Loans, investments and advances 

(net of allowances) 16,042 16,545 503 

Total assets 85,498 85,541 44 


a 


Accumulated deficit (net public debt) 547,378 535,394 -11,984 
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Net financial source of $0.6 billion 
for April 2001 to November 2001 


Foreign exchange transactions represent all 
transactions in international reserves held in the 
Exchange Fund Account. The purpose of the 
Exchange Fund Account is to promote order and 
stability in the foreign exchange market. The 
buying of Canadian dollars represents a source 
of funds from exchange fund transactions, while 
the selling of Canadian dollars represents a 
requirement. Changes in foreign currency 
liabilities, which are undertaken to change the 
level of Canada’s foreign exchange reserves, also 
impact on foreign exchange transactions. Taking 
all of these factors into account, there was a net 
requirement of $0.5 billion in the first eight 
months of 2001-02, compared to a net requirement 
of $1.9 billion in the same period in 2000-01. 


With a budgetary surplus of $12.0 billion, a net 
requirement of $10.9 billion from non-budgetary 
transactions and a net requirement of $0.5 billion 
from foreign exchange transactions, there was 

a net financial source of $0.6 billion in the 

April 2001 to November 2001 period, compared 
to a net source of $9.5 billion in the same period 
in 2000-01. 


Net borrowings down $0.1 billion 
for April 2001 to November 2001 


At November 30, 2001, the Government’s holdings 
of unmatured debt (debt issued on credit markets) 
were marginally lower than at March 31, 2001. 
However, it has reduced its liabilities to the 

federal government employees’ pension plan and 
other accounts by $3.4 billion. As a result, at 
November 30, 2001, interest-bearing debt was 
$3.6 billion lower than at March 31, 2001. Cash 
balances were increased by $0.4 billion, to stand 
at $5.3 billion at November 30, 2001. The level 

of cash balances varies from month to month based 
on a number of factors including periodic large 
debt maturities, which can be quite volatile on a 
monthly basis. 
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December 2001: budgetary surplus of $1.5 billion 


There was a budgetary surplus of $1.5 billion in December 2001, $1.9 billion lower than the surplus of 
$3.3 billion reported in December 2000. On a year-over-year basis, budgetary revenues were $0.6 billion 
lower, primarily attributable to lower corporate income tax revenues, reflecting the weakness in corporate 
profits. Program spending was $1.5 billion higher, largely attributable to higher employment insurance 
(EI) benefits and to higher departmental operating and capital expenditures in response to the events of 
September 11'®. Public debt charges declined by $0.3 billion, primarily reflecting the decline in interest 
rates. Given the monthly pattern of budgetary revenues, a surplus was expected in December. 


April 2001 to December 2001: budgetary surplus of $13.4 billion 


The budgetary surplus was estimated at $13.4 billion for the April 2001 to December 2001 period, down 
$5.4 billion from the surplus of $18.8 billion reported in the same period of 2000-01. The lower surplus 
to date reflects the ongoing impact of the tax cuts and spending initiatives in the February 2000 budget 
and October 2000 Economic Statement and Budget Update, as well as those announced before the 
December 2001 budget. In addition, the effect of the slowing economy on most of the major revenue 
components and EI benefits is also adversely affecting the fiscal results, compared to the same period 
last year. The results to date are consistent with the expected results for the year as a whole as outlined 
in the December 2001 budget. 


¢ EI premium revenues declined 1.2 per cent, 
primarily reflecting the impact of lower 
premium rates (the employee rate for 2001 is 
$2.25 per $100 of insurable earnings compared 
to $2.40 in 2000). 


e Excise taxes and duties increased $0.2 billion, 
or 9.0 per cent, recovering some of the decline 
reported in November. Increases were reported 


December 2001: budgetary results 


Budgetary revenues declined $0.6 billion, 
or 3.9 per cent, on a year-over-year basis, 
primarily attributable to lower corporate 
income tax revenues. 


¢ Personal income tax revenues were marginally 
higher. The overall growth has been restrained 
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by the slowdown in the economy, the impact 
of the tax reduction measures announced in 
the February 2000 budget and October 2000 
Economic Statement and Budget Update, and 
enrichments to the Canada Child Tax Benefit 
announced in previous budgets. 


Corporate income tax revenues declined 

$0.7 billion, or 28.9 per cent, reflecting the 
much lower profit outcome for 2001 compared 
to 2000, as well as the tax rate reductions 
effective January 1, 2001. 


Canada Canada 


in all components. The increases in goods 

and services tax (GST) revenues and customs 
import duties partly reflect recoveries from 
delays in processing import goods associated 
with the events of September 11". Higher 
federal taxes on tobacco products, effective 
November 2, 2001, contributed to the increase 
in sales and excises taxes. 


Non-tax revenues declined 24.5 per cent, largely 
reflecting the impact of lower interest rates. 


Canada 


WAR 8 ZURP 
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Table | 
Summary statement of transactions 


December April to December 


2000 2001 2000-01 2001-02 


Budgetary transactions 
Revenues 


Program spending 

Operating surplus 

Public debt charges 

Budgetary balance (deficit/surplus) 
Non-budgetary transactions 


Financial requirements/source 
(excluding foreign exchange transactions) 


Foreign exchange transactions 
Net financial balance 

Net change in borrowings 

Net change in cash balances 


Cash balance at end of period 


($ millions) 


16,310 15,680 131,618 131,229 
-9,515 -11,016 -81,751 -88,175 
6,795 4,664 49,867 43,054 
-3,486 -3,206 -31,024 -29,612 
5,009 1,458 18,843 13,442 
-5,620 -3,067 -9,691 -13;992 
-2,311 -1,609 O52 -550 
609 -142 -1,323 -643 
-1,702 -1,751 7,829 -1,193 
-6,870 -6,858 -16,616 -6,997 
-8,572 -8,609 -8,787 -8,190 
4,167 4,992 


Note: Positive numbers indicate a net source of funds. Negative numbers indicate a net requirement for funds. 


Program spending increased by $1.5 billion, 

or 15.8 per cent, on a year-over-year basis. Most 
of the increase is attributable to higher EI benefits 
and increased departmental operating and capital 
expenditures. 


¢ Major transfers to persons were up $0.7 billion, 
or 24.1 per cent, reflecting both higher 
elderly and EI benefit payments. The increase 
in EI benefit payments reflects the impact 
of benefit enhancements announced in the 
February 2000 budget and in September 2000, 
as well as an increase in the number of 
beneficiaries due to the slowdown in 
the economy. 


* Major transfers to other levels of government 
were up $0.1 billion, or 6.8 per cent. 
The increase in the Canada Health and Social 
Transfer (CHST) reflects the September 2000 
agreement reached by first ministers to increase 
base funding from $13.5 billion in 2000-01 
to $17.3 billion in 2001-02. The decline in 
fiscal transfers is attributable to the timing 
of payments. 


¢ Direct program spending, consisting of 
total program spending less major transfers 
to persons and other levels of government, 
increased $0.6 billion, or 14.5 per cent, 
attributable to incremental spending related to 
the response to the events of September 11", 


Public debt charges, on a year-over year basis, 
were down $0.3 billion, or 8.0 per cent, due 
primarily to the decline in the average effective 
interest rate on the debt. 


April 2001 to December 2001: 
budgetary results 


Over the first nine months of fiscal year 2001-02, 
the budgetary surplus was estimated at 

$13.4 billion, down $5.4 billion from the surplus 
reported in the same period of 2000-01. Program 
spending was up $6.4 billion while budgetary 
revenues were down $0.4 billion. Dampening the 
impact of these factors on the budgetary balance 
were lower public debt charges, down $1.4 billion. 


The Fiscal Monitor 


Table 2 
Budgetary revenues 
December April to December 
2000 2001 Change 2000-01 2001-02 Change 
($ millions) (%) ($ millions) (%) 
Income taxes 
Personal income tax 9,149 9,191 0.5 64,139 64,536 0.6 
Corporate income tax 2,432 1,728 -28.9 IyoiZ 16,812 -4.0 
Other income tax revenue 283 eld 9.9 2,348 2,053 13.0 
Total income tax 11,864 11230 -5.3 83,999 84,001 0.0 
Employment insurance 
premium revenues 964 952 -1.2 13,586 12,998 -4 3 
Excise taxes and duties 
Goods and services tax 773 SES 2.4 TOAS 19,190 0.4 
Customs import duties 202 295 46.0 2,074 2,246 8.3 
Sales and excise taxes 620 718 15.8 6,309 6,581 4.3 
Total excise taxes and duties 2,595 2,828 9.0 27,498 28,017 1.9 
Total tax revenues 15,423 15,010 -2.7 125,083 125,016 -0.1 
Non-tax revenues 887 670 -24.5 6,535 6,213 -4.9 
Total budgetary revenues 16,310 15,680 -3.9 131,618 on -0.3 


Among the major components of budgetary 
revenues, on a year-over-year basis: 


¢ Personal income tax collections increased 
marginally, as higher final tax payments 
received in April and May with respect to the 
2000 taxation year and the effect of prior-year 
adjustments affecting the October 2000 results 
offset the impact of the tax reduction measures 
announced in the February 2000 budget and 
October 2000 Economic Statement and 
Budget Update. 


Corporate income tax revenues declined 

4.0 per cent, reflecting the impact of both 
lower corporate profits and reductions in 

tax rates. Large year-over-year declines are 
expected over the balance of the fiscal year, 
attributable to lower final settlkement payments, 
reflecting the decline in corporate profits in 
2001 and the December 2001 budget decision 
to allow small businesses to defer payments of 
their corporate income tax instalments for the 
months of January, February and March 2002. 


EI premium revenues were down 4.3 per cent, 
as the impact of prior-year adjustments, which 
affected the October 2000 results, coupled 
with the decline in premium rates, more than 
offset the impact of the growth in the number 
of people employed and therefore paying 
premiums. 


Excise taxes and duties increased $0.5 billion, 
or 1.9 per cent. GST revenues were up 
marginally, customs import duties were up 
8.3 per cent, while sales and excise taxes 
were up 4.3 per cent. 


Non-tax revenues were down 4.9 per cent. 


Among the major components of program 
spending, on a year-over-year basis: 


Transfers to persons were up 10.8 per cent, 
attributable to higher elderly and EI benefit 
payments. The increase in elderly benefit 
payments reflects an increase in the number 

of individuals eligible for benefits and higher 
average benefits, which are indexed to inflation. 
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Table 3 
Budgetary expenditures 
December April to December 
2000 2001 Change 2000-01 2001-02 Change 
($ millions) (%) ($ millions) (%) 
Transfer payments to: 
Persons 
Elderly benefits 2,038 elie ES 18,079 18,926 4.7 
Employment insurance benefits 902 1,497 66.0 7,618 9,543 pis ye: 
Total 2,940 3,648 24.1 29,097 28,469 10.8 
Other levels of government 
Canada Health and Social Transfer eis 1,442 Door LOZ (PASE) 28.1 
Fiscal transfers 1,194 1,048 12,2 9,021 9363 3.8 
Medical Equipment Fund 1,000 
Alternative Payments for 
Standing Programs -206 -233 [3st -1,850 -1,865 0.8 
Total 2.113 22 7: 6.8 18,296 20,473 11.9 
Direct program spending 
Subsidies and other transfers 
Agriculture 97 4] 25721 383 566 47.8 
Foreign Affairs 122 169 38.5 1,024 1,169 142 
Health 80 19 -1.3 819 929 13.4 
Human Resources Development 208 103 -50.5 815 1,008 23m 
Indian and Northern Development 306 323 5.6 Saou) 32055 -6.5 
Industry and Regional Development 192 [55 -19.3 1,013 bits 9.9 
Veterans Affairs 119 130 9.2 1,078 1,130 4.8 
Other 198 234 18.2 a76 1,873 18.8 
Total e522 1,234 -6.7 9,975 10,843 8.7 
Payments to Crown corporations 
Canadian Broadcasting Corporation 103 133 | 778 851 9.4 
Canada Mortgage and 
Housing Corporation 150 Das 55 1,370 pan? Dist 
Other 190 135 -28.9 etS7 1223 iG 
Total 443 501 et 3,285 3,596 wD) 
Operating and capital expenditures 
Defence 814 1,089 33.8 7,648 8,085 Oe, 
All other departmental expenditures 1,883 PROT G| Zee 16,850 16,709 -0.8 
Total 2,697 3,376 Zod 24,498 24,794 2 
Total direct program spending 4,462 Salil 14.5 SLT ire' 59s233 Be 
Total program expenditures oS 11,016 15.8 81,751 88,175 eS 
Public debt charges 3,486 3,206 -8.0 31,024 29,612 -4.6 
Total budgetary expenditures 13,001 14,222 9.4 IS 117,787 4.4 


Memorandum item: 
Total transfers ; 6,375 FA39 12.0 53,968 59,785 10.8 


The increase in EI benefit payments primarily 
reflects the impact of program enhancements, 
as well as an increase in the number of 
beneficiaries. 


¢ Major transfers to other levels of government 
were up 11.9 per cent, reflecting higher cash 
transfers under the CHST and fiscal transfer 
programs. The increase in the CHST reflects 
the September 2000 agreement reached by 
first ministers to increase base funding from 
$13.5 billion in 2000-01 to $17.3 billion 
in 2001-02. The increase in fiscal transfers 
is primarily due to higher equalization 
entitlements. 


¢ Direct program spending, consisting of 
total program spending less major transfers 
to persons and other levels of government, 
increased 3.9 per cent. Developments in this 
component are largely affected by the timing 
of payments as well as the full implementation 
of the new Financial Information Strategy. 
The introduction of the new system has resulted 
in a change in the monthly profile of spending. 
This will result in a larger portion of spending 
being recorded in the second half of the year 
than that recorded in previous years. 


The year-over-year decline in public debt charges 
of $1.4 billion reflects the impact of declines 

in both the stock of interest-bearing debt and the 
average effective interest rate on that debt. 


Financial requirement of $0.6 billion 
(excluding foreign exchange transactions) 
for April 2001 to December 2001 


The budgetary balance is presented on a modified 
accrual basis of accounting, recording government 
liabilities when they are incurred, regardless of 
when the cash payment is made. In addition, the 
budgetary balance includes only those activities 


over which the Government has legislative control. 


In contrast, financial requirements/source 
measures the difference between cash coming in 
to the Government and cash going out. Financial 
requirements/source differs from the budgetary 
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balance as the former includes transactions 

in loans, investments and advances, federal 
employees’ pension accounts, other specified 
purpose accounts, and changes in other financial 
assets and liabilities. These activities are included 
as part of non-budgetary transactions. The 
conversion from accrual to cash is also reflected 
in non-budgetary transactions. 


Non-budgetary transactions resulted in a net 
requirement of $14.0 billion in the first nine 
months of 2001-02, compared to a net requirement 
of $9.7 billion in the same period in 2000-01. 

The increase to date is attributable to transfers 

of applicable pension assets to those Crown 
corporations setting up their own pension plans 
and higher transfers to the Canada Pension 

Plan Account. 


As aresult, with a budgetary surplus 

of $13.4 billion and a net requirement of 
$14.0 billion from non-budgetary transactions, 
there was a financial requirement (excluding 
foreign exchange transactions) of $0.6 billion 
in the April 2001 to December 2001 period, 
compared to a source of $9.2 billion in the 
same period of 2000-01. 


Net financial requirement of $1.2 billion 
for April 2001 to December 2001 


Foreign exchange transactions represent all 
transactions in international reserves held in 

the Exchange Fund Account. The purpose of 

the Exchange Fund Account is to promote order 
and stability in the foreign exchange market. The 
buying of Canadian dollars represents a source 
of funds from exchange fund transactions, 

while the selling of Canadian dollars represents 
a requirement. Changes in foreign currency 
liabilities, which are undertaken to change the 
level of Canada’s foreign exchange reserves, also 
impact on foreign exchange transactions. Taking 
all of these factors into account, there was a net 
requirement of $0.6 billion in the first nine months 
of 2001-02, compared to a net requirement 

of $1.3 billion in the same period in 2000-01. 
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Table 4 
The budgetary balance and financial requirements/source 
December April to December 
2000 2001 2000-01 2001-02 
($ millions) 
Budgetary balance (deficit/surplus) 3,309 1,458 18,843 13,442 
Loans, investments and advances 
Crown corporations 40 70 348 499 
Other 28 -199 -843 -1,131 
Total 68 -129 -495 -632 
Specified purpose accounts 
Canada Pension Plan Account -497 -94 -524 -2,041 
Superannuation accounts -152 44 1,554 -1,508 
Other -8 -2] -48 a 
Total -657 -71 982 -3,492 
Other transactions -5,031 -2,867 -10,178 -9,868 
Total non-budgetary transactions -5,620 -3,067 -9,691 -13,992 
Financial requirements/source 
(excluding foreign exchange transactions) -2,311 -1,609 Oal52 -550 
Foreign exchange transactions 609 -142 = 325 -643 
Net financial balance -1,702 -1,751 7,829 -1,193 
Table 5 
Net financial balance and net borrowings 
December April to December 
2000 2001 2000-01 2001-02 


($ millions) 
Net financial balance -1,702 -1,751 7,829 -1,193 


Net increase (+)/decrease (-) in borrowings 
Payable in Canadian dollars 


Marketable bonds -7,130 -6,663 8,319 -5,860 
Treasury bills -400 800 -21,150 6,300 
Canada Savings Bonds 20 -107 -1,204 -2,618 
Other -133 -] -95 -22 
Total -7,643 -5,971 -14,130 -2,200 
Payable in foreign currencies 
Marketable bonds 0) 0 -2,202 -1,576 
Notes and loans -41 
Canada bills PIB -887 -248 -3,007 
Canada notes 0 0 -36 -173 
Total 13 -887 -2,486 -4,797 
Net change in borrowings , -6,870 -6,858 -16,616 -6,997 


Change in cash balance 8.572 -8,609 -8,787 -8,190 
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Table 6 
Condensed statement of assets and liabilities 
March 31, 2001 December 31, 2001 Change. 
($ millions) 
Liabilities 
Accounts payable, accruals and allowances 43,644 LS -12,126 


Interest-bearing debt 
Pension and other accounts 


Public sector pensions D985 127,60) -1,508 
Canada Pension Plan (net of securities) 6,391 4,350 -2,041 
Other pension and other accounts ies) 7,310 5, 
Total pension and other accounts 142,829 H3O 337 -3,492 


Unmatured debt 
Payable in Canadian dollars 


Marketable bonds 294,973 289,113 -5,860 

Treasury bills 88,700 95,000 6,300 

Canada Savings Bonds 26,099 23,481 -2,618 

Other S473 3,451 -22 

Subtotal 413,245 411,045 =2,200 

Payable in foreign currencies 33,158 28,361 -4,797 

Total unmatured debt 446,403 439,406 -6,997 

Total interest-bearing debt 589,232 578,744 -10,488 

Total liabilities 632,876 610,262 =22.614 

Assets 

Cash and accounts receivable 19,186 8,739 -10,447 

Foreign exchange accounts 50,270 50,913 643 
Loans, investments and advances 

(net of allowances) 16,042 16,674 632 


Total assets 85,498 76,326 -9,172 
Accumulated deficit (net public debt) 547,378 533,936 -13,442 
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With a budgetary surplus of $13.4 billion, a net 
requirement of $14.0 billion from non-budgetary 
transactions and a net requirement of $0.6 billion 
from foreign exchange transactions, there was 

a net financial requirement of $1.2 billion in the 
April 2001 to December 2001 period, compared 
to a net source of $7.8 billion in the same period 
in 2000-01. 


Net borrowings down $7.0 billion 
for April 2001 to December 2001 


Although there was a net financial requirement 

of $1.2 billion in the first nine months of 2001-02, 
the Government did reduce its holding of market 
debt by $7.0 billion through the drawing down 

of cash balances. The level of cash balances varies 
from month to month based on a number of factors 
including periodic large debt maturities, which can 
be quite volatile on a monthly basis. At the end 

of December 2001 they stood at $5.0 billion, down 
$8.2 billion from March 31, 2001. 
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‘Highlights 


January 2002: budgetary deficit of $1.9 billion 


There was a budgetary deficit of $1.9 billion in January 2002, $1.2 billion higher than the deficit of 
$0.7 billion reported in January 2001. However, the January 2001 results included the special one-time 
Relief for Heating Expenses of $1.4 billion, thereby distorting the year-over-year comparisons. On 

a year-over-year basis budgetary revenues were $0.5 billion lower, primarily due to lower personal 
income tax revenues, while program spending was $0.8 billion higher. Public debt charges declined by 
$0.1 billion, primarily reflecting the decline in interest rates. 


April 2001 to January 2002: budgetary surplus of $11.5 billion 


The budgetary surplus was estimated at $11.5 billion for the April 2001 to January 2002 period, down 
$6.6 billion from the surplus of $18.1 billion reported in the same period of 2000-01. The lower surplus 
to date reflects the ongoing impact of the tax cuts and spending initiatives in the February 2000 

budget and October 2000 Economic Statement and Budget Update, as well as those announced before and 
in the December 2001 budget. In addition, the slowing economy is having an impact on most of the major 
revenue components and employment insurance (EI) benefits, thereby adversely affecting the overall 
fiscal results, compared to the same period last year. The results to date are slightly better than expected, 
reflecting the impact of the better-than-expected economic results for the fourth quarter of 2001, 


particularly on corporate income tax revenues. 


January 2002: budgetary results 


Budgetary revenues declined $0.5 billion, or 
3.4 per cent, on a year-over-year basis. 


Personal income tax revenues were $0.4 billion, 
or 6.0 per cent, lower due to the slowdown in 
the economy, tax reduction measures announced 
in the February 2000 budget and October 2000 
Economic Statement and Budget Update, and 
enrichments to the Canada Child Tax Benefit 
announced in previous budgets. 


Corporate income tax revenues were 
marginally higher. Given the decline in 
corporate profits in 2001, the tax rate 
reductions that came into effect in January, 
and the December 2001 budget initiative to 
allow small businesses to defer their monthly 
income tax instalment payments, a decline 
was expected. With a stronger economy, 
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it appears that small business is not taking full 
advantage of the tax deferral measure. 


¢ EI premium revenues declined 4.5 per cent, 
in part reflecting the impact of lower premium 
rates (the employee rate for 2002 is 
$2.20 per $100 of insurable earnings compared 
to $2.25 in 2001). 


¢ Excise taxes and duties increased $0.2 billion, 
or 5.5 per cent. Increases were reported in all 
components except customs import duties. 
The increase in goods and services tax (GST) 
revenues primarily reflected slower processing 
of refunds, as gross collections declined. Higher 
federal taxes on tobacco products, effective 
November 2, 2001, contributed to the increase 
in sales and excises taxes. 


¢ Non-tax revenues declined 15.6 per cent, largely 
reflecting the impact of lower interest rates. 
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Table | 
Summary statement of transactions 


January April to January 


2001 2002 2000-01 2001-02 


Budgetary transactions 


($ millions) 


Revenues 
Program spending 
Operating surplus 


Public debt charges 


Budgetary balance (deficit/surplus) 
Non-budgetary transactions 


Financial requirements/source 
(excluding foreign exchange transactions) 


Foreign exchange transactions 


Net financial balance 


Net change in borrowings 


Net change in cash balances 


Cash balance at end of period 


14,403 13,908 146,021 145,138 
SN IOL: -12,509 -93,477 - 100,684 
2,681 Iheheee) 52,544 44.454 
-3,384 pone) -34,408 “3292 
-703 -1,918 18,136 1525 
4,088 3,000 -5,601 -10,997 
055 1,082 Poe 528 
-1,970 152 3295 -49] 
1,415 1,234 9,242 Si! 
2,458 -1,781 -14,158 -8,780 
3.000 -547 -4,916 -8,743 
8,039 4,442 


Note: Positive numbers indicate a net source of funds. Negative numbers indicate a net requirement for funds. 


Program spending increased by $0.8 billion, or 
6.7 per cent, on a year-over-year basis. 


¢ Major transfers to persons declined by 


e Direct program spending, consisting of total 


program spending less major transfers to 
persons and other levels of government, 


$1.0 billion, or 20.6 per cent, due to the 
January 2001 payment of the $1.4-billion 
Relief for Heating Expenses. EI benefit 
payments increased 33.8 per cent, reflecting 
the impact of benefit enhancements announced 
in the February 2000 budget and in 

September 2000, as well as an increase in the 
number of beneficiaries due to the slowdown 
in the economy. 


Major transfers to other levels of government 
were up $0.1 billion, or 6.8 per cent. The 
increase in the Canada Health and Social 
Transfer (CHST) reflects the September 2000 
agreement reached by first ministers to increase 
base funding from $13.5 billion in 2000-01 to 
$17.3 billion in 2001-02. The decline in fiscal 
transfers is attributable to the timing 

of payments. 


increased $1.6 billion, or 32.2 per cent, 
with increases reported in all major components. 


Public debt charges, on a year-over year basis, 
were down $0.1 billion, or 2.0 per cent, due 
primarily to the decline in the average effective 
interest rate on the debt. 


April 2001 to January 2002: 
budgetary results 


Over the first 10 months of fiscal year 2001-02, 
the budgetary surplus was estimated at 

$11.5 billion, down $6.6 billion from the surplus 
reported in the same period of 2000-01. Program 
spending was up $7.2 billion while budgetary 
revenues were down $0.9 billion. Dampening 
the impact of these factors on the budgetary 
balance were lower public debt charges, 

down $1.5 billion. 
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Table 2 
Budgetary revenues 
January April to January 
2001 2002 Change 2000-01 2001-02 Change 
($ millions) (%) ($ millions) (%) 
Income taxes 
Personal income tax 6,758 ey oieps) -6.0 70,897 70,891 0.0 
Corporate income tax 1,642 1,649 0.4 On 18,461 -3.6 
Other income tax revenue 655 554 -15.4 3,002 3,207 6.8 
Total income tax 9,055 8,558 -5.5 93,052 92,559 -0.5 
Employment insurance 
premium revenues 1,439 1,374 -4.5 15,024 14,371 -4.3 
Excise taxes and duties 
Goods and services tax 2,340 2,474 a) 21,455 21,664 0, 
Customs import duties 219 186 -15.] e293, 2,432 6.1 
Sales and excise taxes 643 TAY 11.8 6,954 7,299 54) 
Total excise taxes and duties 3,202 3,379 5) 30,702 31,395 ae 
Total tax revenues 13,696 [eet -2.8 138,778 138,325 -0.3 
Non-tax revenues 707 597 -15.6 7,243 6,813 -5.9 
Total budgetary revenues 14,403 13,908 -3.4 146,021 145,138 -0.6 


Among the major components of budgetary 
revenues, on a year-over-year basis: 


¢ Personal income tax collections were marginally 


lower, as higher final tax payments received in 
April and May with respect to the 2000 taxation 
year and the effect of prior-year adjustments 
affecting the October 2000 results were offset 
by the impact of the tax reduction measures 
announced in the February 2000 budget and 
October 2000 Economic Statement and 

Budget Update. 


Corporate income tax revenues declined 

3.6 per cent, reflecting the impact of both lower 
corporate profits and reductions in tax rates. 
Large year-over-year declines are expected 
over the balance of the fiscal year, primarily due 
to lower final settlement payments, reflecting 
the decline in corporate profits in 2001, and 

to the extent that small businesses defer 
payments of their corporate income tax 
instalments for the months of February and 
March 2002. 


EI premium revenues were down 4.3 per cent, 
as the impact of prior-year adjustments, 
which affected the October 2000 results, 


coupled with the decline in premium rates, 
more than offset the impact of the growth 
in the number of people employed and 
therefore paying premiums. 


Excise taxes and duties increased $0.7 billion, 
or 2.3 per cent. GST revenues were up 
marginally, customs import duties were up 
6.1 per cent and sales and excise taxes 
increased 5.0 per cent. 


¢ Non-tax revenues were down 5.9 per cent. 


Among the major components of program 
spending, on a year-over-year basis: 


¢ Transfers to persons were up 6.0 per cent due 


to higher elderly and EI benefit payments. The 
increase in elderly benefit payments reflects an 
increase in the number of individuals eligible 
for benefits and higher average benefits, 

which are indexed to inflation. The increase 

in EI benefit payments primarily reflects the 
impact of program enhancements, as well as 
an increase in the number of beneficiaries. The 
net impact of these increases was dampened 
by the Relief for Heating Expenses paid in 
January 2001. 
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Table 3 
Budgetary expenditures 


January April to January 
2001 2002 Change 2000-01 2001-02 Change 
($ millions) (%) ($ millions) (%) 
Transfer payments to: 
Persons 
Elderly benefits 2,054 2,140 4.2 20,133 21,066 4.6 
Employment insurance benefits ilesyy/ 1,548 33.8 8,775 LOO! 26.4 
Relief for Heating Expenses 1,434 1,434 
Total 4,645 3,688 -20.6 30,342 SA ST) 6.0 
Other levels of government 
Canada Health and Social Transfer 1125 1,442 282 11,250 14,416 28.1 
Fiscal transfers 1,181 1,034 -12.4 10,201 10397 1.9 
Medical Equipment Fund 1,000 
Alternative Payments for 
Standing Programs -206 -233 eI -2,055 -2,098 Zan 
Total 2,100 2,243 6.8 20,396 Dp hw 11.4 
Direct program spending 
Subsidies and other transfers 
Agriculture ey 43 -24.6 440 609 38.4 
Foreign Affairs 149 243 63.1 Ts 1,411 20.1 
Health 105 145 38.1 O25 L075 16.2 
Human Resources Development 366 370 iba Nios | 1378 16a 
Indian and Northern Development 206 299 45.1 3,473 3,354 -3.4 
Industry and Regional Development 87 TA -18.4 1,100 1,183 Tes 
Veterans Affairs 130 138 6.2 1,208 1,268 5.0 
Other 202 378 87.1 1,779 DIS) 26.6 
Total 1,302 1,687 29.6 DZS 1 12531 11.1 
Payments to Crown corporations 
Canadian Broadcasting Corporation 65 65 0.0 843 916 8.7 
Canada Mortgage and 
Housing Corporation 150 158 ay} 1,520 1,680 10.5 
Other 82 190 I3h 7 224 1,411 15:6 
Total oo T, 413 39.1 3,584 4,007 11.8 
Operating and capital expenditures 
Defence 1,004 13336 Seu 8,652 9,420 8.9 
All other departmental expenditures 214 3,142 Bye 19,222 19,854 363 
Total Sous, 4,478 52.6 27,874 29,274 5.0 
Total direct program spending 4,977 6,578 ae 42,739 45,812 Vp: 
Total program expenditures bye? 12,509 6.7 93,477 100,684 vie) 
Public debt charges 3,384 Shel ie) -2.0 34,408 32,929 -4.3 
Total budgetary expenditures 15,106 15,826 4.8 127,885 hee oles, 4.5 
Memorandum item: 
Total transfers 8,047 7,618 -5.3 62,019 67,403 8.7 


¢ Major transfers to other levels of government 
were up 11.4 per cent, reflecting higher cash 
transfers under the CHST and fiscal transfer 
programs. The increase in the CHST reflects 
the September 2000 agreement reached 

by first ministers to increase base funding 

from $13.5 billion in 2000-01 to $17.3 billion 
in 2001-02. The increase in fiscal transfers 
is primarily due to higher equalization 
entitlements. The overall growth in this 
component was dampened by the special 
payment of $1 billion to the Medical 
Equipment Fund in 2000-01. 


¢ Direct program spending, consisting of 
total program spending less major transfers 
to persons and other levels of government, 
increased 7.2 per cent. Developments in this 
component are largely affected by the timing 
of payments as well as the full implementation 
of the new Financial Information Strategy. The 
introduction of the new system has resulted in 
a change in the monthly profile of spending. 
This will result in a larger portion of spending 
being recorded at the end of the fiscal year 
than in previous years. 


The year-over-year decline in public debt charges 
of $1.5 billion reflects the impact of declines 

in both the stock of interest-bearing debt and the 
average effective interest rate on that debt. 


Financial source of $0.5 billion 
(excluding foreign exchange transactions) 
for April 2001 to January 2002 


The budgetary balance is presented on a modified 
accrual basis of accounting, recording government 
liabilities when they are incurred, regardless of 
when the cash payment is made. In addition, the 
budgetary balance includes only those activities 
over which the Government has legislative control. 


In contrast, financial requirements/source measures 
the difference between cash coming in to the 
Government and cash going out. Financial 
requirements/source differs from the budgetary 
balance as the former includes transactions in 
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loans, investments and advances, federal 
employees’ pension accounts, other specified 
purpose accounts, and changes in other financial 
assets and liabilities. These activities are included 
as part of non-budgetary transactions. The 
conversion from accrual to cash is also reflected 
in non-budgetary transactions. 


Non-budgetary transactions resulted in a net 
requirement of $11.0 billion in the first 10 months 
of 2001-02, compared to a net requirement 

of $5.6 billion in the same period of 2000-01. 
The increase to date is attributable to transfers 
of applicable pension assets to those Crown 
corporations setting up their own pension plans 
and higher transfers to the Canada Pension 
Plan Account. 


As a result, with a budgetary surplus 

of $11.5 billion and a net requirement of 
$11.0 billion from non-budgetary transactions, 
there was a financial source (excluding foreign 
exchange transactions) of $0.5 billion in the 
April 2001 to January 2002 period, compared 
to a source of $12.5 billion in the same period 
of 2000-01. 


Net financial source of $37 million 
for April 2001 to January 2002 


Foreign exchange transactions represent all 
transactions in international reserves held in 

the Exchange Fund Account. The purpose of the 
Exchange Fund Account is to promote order and 
stability in the foreign exchange market. The 
buying of Canadian dollars represents a source 
of funds from exchange fund transactions, 

while the selling of Canadian dollars represents 
a requirement. Changes in foreign currency 
liabilities, which are undertaken to change the 
level of Canada’s foreign exchange reserves, also 
impact on foreign exchange transactions. Taking 
all of these factors into account, there was a net 
requirement of $0.5 billion in the first 10 months 
of 2001-02, compared to a net requirement of 
$3.3 billion in the same period of 2000-01. 
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Table 4 
The budgetary balance and financial requirements/source 


January April to January 
2001 2002 2000-01 2001-02 


($ millions) 


Budgetary balance (deficit/surplus) -703 -1,918 18,136 11.523 
Loans, investments and advances 
Crown corporations 52 46 40] 544 
Other -43 -208 -885 -1,338 
Total 10 -162 -484 -794 
Specified purpose accounts 
Canada Pension Plan Account -352 320 -876 = 720 
Superannuation accounts ie -50 Sal -1,558 
Other 17 50 -31 106 
Total -318 320 664 -3,172 
Other transactions 4,396 2,842 -5,781 -7,031 
Total non-budgetary transactions 4,088 3,000 -5,601 -10,997 
Financial requirements/source 
(excluding foreign exchange transactions) 3,385 1,082 123535 528 
Foreign exchange transactions -1,970 152 =-3,293 -49] 
Net financial balance 1,415 1,234 9,242 37 
Table 5 
Net financial balance and net borrowings 
January April to January 
2001 2002 2000-01 2001-02 
($ millions) 
Net financial balance 1,415 1,234 9,242 37 
Net increase (+)/decrease (-) in borrowings 
Payable in Canadian dollars 
Marketable bonds 1,500 364 9,819 -5,497 
Treasury bills 900 -1,200 -20,250 5,100 
Canada Savings Bonds 136 -118 - 1,067 -2,737 
Other 34 -25 -62 -47 
Total 210 -979 -11,560 -3,18] 
Payable in foreign currencies 
Marketable bonds 0 0 -2,202 -1,576 
Notes and loans =580 -473 -580 Gi 
Canada bills 468 -329 220 -3,336 
Canada notes 0 0 -36 -173 
Total 2112 -802 -2,598 -5,599 
Net change in borrowings 2,458 -1,781 -14,158 -8,780 
Change in cash balance 3,873 -547 -4,916 -8,743 
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Table 6 
Condensed statement of assets and liabilities 
March 31, 2001 January 31, 2002 Change 
($ millions) . 
Liabilities 
Accounts payable, accruals and allowances 43,644 35,030 -8,614 


Interest-bearing debt 
Pension and other accounts 


Public sector pensions 129,185 127,627 =1.558 
Canada Pension Plan (net of securities) 6,391 4,671 -1,720 
Other pension and other accounts Tay) 7,359 106 
Total pension and other accounts 142,829 139,657] -3,172 


Unmatured debt 
Payable in Canadian dollars 


Marketable bonds 294,973 289,476 -5,497 

Treasury bills 88,700 93,800 5,100 

Canada Savings Bonds 26,099 23,302 22.) 3a 

Other 3.413 3.427 -46 

Subtotal 413,245 410,066 -3,179 

Payable in foreign currencies Sie rileke DA oS) =9,599 

Total unmatured debt 446,403 437,624 -8,779 

Total interest-bearing debt 589032 17,251 =O Sl 

Total liabilities 632,876 612,311 -20,565 

Assets 

Cash and accounts receivable 19,186 8,860 -10,326 

Foreign exchange accounts 50270 50,761 49] 
Loans, investments and advances 

(net of allowances) 16,042 16,836 794 


Total assets 85,498 76,458 -9,041 
Accumulated deficit (net public debt) 547,378 535,855 -11,525 
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With a budgetary surplus of $11.5 billion, a net 
requirement of $11.0 billion from non-budgetary 
transactions and a net requirement of $0.5 billion 
from foreign exchange transactions, there was 

a net financial source of $37 million in the 

April 2001 to January 2002 period, compared to 
a net source of $9.2 billion in the same period 

of 2000-01. 


Net borrowings down $8.8 billion 
for April 2001 to January 2002 


Although there was a net financial source of only 
$37 million in the first 10 months of 2001-02, the 
Government did reduce its holding of market debt 
by $8.8 billion through the drawing down of cash 
balances. The level of cash balances varies from 
month to month based on a number of factors 
including periodic large debt maturities, which 
can be quite volatile on a monthly basis. At the 
end of January 2002 they stood at $4.4 billion. 
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February 2002: budgetary surplus of $3.1 billion 


There was a budgetary surplus of $3.1 billion in February 2002, $1.3 billion lower than the surplus of 
$4.4 billion reported in February 2001. In the last few years large surpluses have been recorded in 
February, as these results include the final corporate income tax settlement payments from those 
corporations whose taxation year ends on December 31. On a year-over-year basis budgetary revenues 
were $0.7 billion lower, as lower corporate income tax revenues more than offset increases in most of the 
other major revenue components. Program spending was $0.9 billion higher, while public debt charges 
declined by $0.4 billion. 


April 2001 to February 2002: budgetary surplus of $14.7 billion 


The budgetary surplus was estimated at $14.7 billion for the April 2001 to February 2002 period, down 
$7.9 billion from the surplus of $22.5 billion reported in the same period of 2000-01. The lower surplus to 
date reflects the ongoing impact of the tax cuts and spending initiatives in the February 2000 budget and 
October 2000 Economic Statement and Budget Update, as well as those announced before and in the 
December 2001 budget. In addition, the slowdown in the economy in 2001 is having an impact on most of 
the major revenue components and employment insurance (EI) benefits, thereby adversely affecting the 
overall fiscal results, compared to the same period of 2000-01. 


Developments over the balance of the fiscal year will sharply reduce the cumulative surplus to date. 
These include the impact of the tax reductions announced in the October 2000 Economic Statement 

and Budget Update that came into effect in January 2002, as well as proposed funding for a number 

of initiatives announced in the December 2001 budget. In addition, adjustments will be made in the 
end-of-year accounting period to include the costs of goods and services received in late 2001-02, but 
for which payments are not made until the April/May period, and personal income tax refunds processed 
in March 2002 relating to the 2001 taxation year. 


The results to date are somewhat better than expected at the time of the December 2001 budget, reflecting 
the impact of the better-than-expected economic results for the fourth quarter of 2001, which continued 
into the first quarter of 2002. 


February 2002: budgetary results ¢ Corporate income tax revenues were down 

‘ $1.2 billion, or 19.8 per cent. This primarily 
Budgetary revenues declined $0.7 billion, or reflects the interaction of remittance procedures 
4.2 per cent, on a year-over-year basis. for corporations with the decline in corporate 


profits in 2001. Corporations are required to 
file monthly instalments based on either their 
previous year’s actual tax liability or their 


¢ Personal income tax revenues were $0.3 billion, 
or 5.7 per cent, higher, primarily due to 


surprising strength in monthly deductions from gros 
employment income. It is still too early to current year’s estimated tax liability. They 


assess whether this is due to timing factors or have 60 days after their year-end to make 


reflects improved economic developments. Set oos rx ents for any amounts Owing. 
ORAR, 
lf ® 
wf 
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Table | 
Summary statement of transactions 


February April to February 


2001 2002 2000-01 2001-02 


Budgetary transactions 
Revenues 


Program spending 

Operating surplus 

Public debt charges 

Budgetary balance (deficit/surplus) 
Non-budgetary transactions 


Financial requirements/source 
(excluding foreign exchange transactions) 


Foreign exchange transactions 
Net financial balance 

Net change in borrowings 

Net change in cash balances 


Cash balance at end of period 


($ millions) 


ELS 16,966 LOS 5720 162,105 
-9,867 -10,810 -103,342 -111,494 
7,838 6,156 60,385 50,611 
-3,440 -3,023 -37,848 -35,952 
4,398 Sia kaye: Pip h, Sok 14,659 
-1,202 -296 -6,801 -11,291 
3,196 JESS! 15,736 3,368 
-644 -626 -3,937 -lF 
2552 2,211 hse) pa) 
2,894 3,522 -11,264 -5,457 
5,446 SSE) 535 -3,206 
8,039 4,442 


Note: Positive numbers indicate a net source of funds. Negative numbers indicate a net requirement for funds. 


As most of the large non-financial sector 
corporations have a December year-end, a 
substantial amount of corporate income tax 
revenues are received in February — ranging 
from 25 per cent to 40 per cent of the total 
revenues for the year as a whole. As corporate 
profits were lower in 2001 than in 2000, a 
decline in final settlement payments in February 
2002 was expected. Also, while the December 
2001 budget allowed small businesses to defer 
their monthly income tax instalment payments 
for the months of January, February and March, 
it appears that small business is not taking full 
advantage of the tax deferral measure. 


* El premium revenues declined 2.8 per cent, 
reflecting the impact of lower premium rates 
(the employee rate for 2002 is $2.20 per $100 of 
insurable earnings compared to $2.25 in 2001). 


* Excise taxes and duties increased $0.4 billion, 
or 17.2 per cent. Increases were reported in all 
components. The increases in both goods and 
services tax (GST) revenues and customs 


import duties reflected timing factors. Higher 
federal taxes on tobacco products, effective 
November 2, 2001, contributed to the increase 
in sales and excise taxes. 


* Non-tax revenues increased 13.3 per cent, 
largely due to the timing of receipts from the 
sale of goods and services. 


Program spending was up $0.9 billion, or 
9.6 per cent, on a year-over-year basis. 


* Major transfers to persons increased by 
$0.2 billion, or 5.3 per cent. EI benefit 
payments increased 7.3 per cent — the first time 
the rate of increase has been below double-digit 
increases since May 2001. 


* Major transfers to other levels of government 
were up $0.1 billion, or 6.2 per cent. The 
increase in the Canada Health and Social 
Transfer (CHST) reflects the September 2000 
agreement reached by first ministers to increase 
base funding from $13.5 billion in 2000-01 to 
$17.3 billion in 2001-02. 
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Table 2 
Budgetary revenues 
February April to February 
2001 2002 Change 2000-01 2001-02 Change 
; ($ millions) (%) ($ millions) (%) 
Income taxes 
Personal income tax 5,906 6,242 Se 76,802 TIANS2 0.4 
Corporate income tax Opll7 4,903 -19.8 25,219 23,305 -7.5 
Other income tax revenue SpA 175 -66.4 3,524 Byeater) -4.0 
Total income tax 12,544 113320 -9.8 105,596 103,880 -1.6 
Employment insurance 
premium revenues 1,868 1815 -2.8 16,893 16,186 -4.2 
Excise taxes and duties 
Goods and services tax 1,739 2,028 16.6 23,194 23,693 DBDs 
Customs import duties 224 328 46.4 oe i 2,760 oF 
Sales and excise taxes 595 642 7.9 Ie) 7,941 Se 
Total excise taxes and duties 2,558 2,998 172 535-201 34,394 Seal 
Total tax revenues 16,970 163133 -4.9 155700 154,460 -0.8 
Non-tax revenues 735 833 (Se) OGL 71.645 -4.2 
Total budgetary revenues 175705 16,966 -4.2 1633727 162,105 -1.0 


¢ Direct program spending, consisting of total 
program spending less major transfers to 
persons and other levels of government, 
increased $0.6 billion, or 14.2 per cent, as 
increases in operating and capital expenditures 
more than offset declines in the other 
major components. 


Public debt charges, on a year-over year basis, 
were down $0.4 billion, or 12.1 per cent, 
primarily reflecting adjustments related to 
previous months. 


April 2001 to February 2002: 
budgetary results 


Over the April 2001 to February 2002 period the 
budgetary surplus was estimated at $14.7 billion, 
down $7.9 billion from the surplus of $22.5 billion 
reported in the same period of 2000-01. Program 
spending was up $8.2 billion while budgetary 
revenues were down $1.6 billion. Dampening the 
impact of these factors on the budgetary balance 
were lower public debt charges, down $1.9 billion. 


Among the major components of budgetary 
revenues, on a year-over-year basis: 


* Personal income tax collections were marginally 


higher, as higher final tax payments received in 
April and May with respect to the 2000 taxation 
year, prior-year adjustments affecting the 
October 2000 results, and an increase in 
assessed income subject to taxation due to 
higher employment and average wages in 2001 
were largely offset by the impact of the tax 
reduction measures announced in the 

February 2000 budget, the October 2000 
Economic Statement and Budget Update and 
previous budgets. 


Corporate income tax revenues declined 
7.5 per cent, reflecting the impact of both lower 
corporate profits and reductions in tax rates. 


EI premium revenues were down 4.2 per cent, 
as the impact of prior-year adjustments, 
which affected the October 2000 results, 
coupled with the decline in premium rates, 
more than offset the impact of the growth in 
the number of people employed and therefore 
paying premiums. 
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Table 3 
Budgetary expenditures 


February April to February 
2001 2002 Change 2000-01 2001-02 Change 
($ millions) (%) ($ millions) (%) 
Transfer payments to: 
Persons 
Elderly benefits 2,059 2,140 4.1 22,188 2207 4.6 
Employment insurance benefits LeLOS 1,282 TES 9070 12373 24.1 
Relief for Heating Expenses 1,434 
Total 3,250 3,422 a Sere 35,580 5.9 
Other levels of government 
Canada Health and Social Transfer LIS 1,442 DO See 125375 15,858 28.1 
Fiscal transfers 1,194 1,036 =132 11,396 11,433 0.3 
Medical Equipment Fund 1,000 
Alternative Payments for 
Standing Programs -206 -233 1341 -2,260 -2,331 Sl) 
Total Pe 2,245 6.2 Dail 24,960 10.9 
Direct program spending 
Subsidies and other transfers 
Agriculture 159 106 -33.3 Doo. a 19.4 
Foreign Affairs 249 LSS -37.8 1,422 1,565 LOM 
Health 85 95 11.8 1,010 1170 15.8 
Human Resources Development 141 167 18.4 1322 1,546 16.9 
Indian and Northern Development 268 245 -8.6 3,742 3,600 -3.8 
Industry and Regional Development 213 138 =e Sais: [322 Oy 
Veterans Affairs 126 134 6.3 1,334 1,402 Biel! 
Other 204 169 -17.2 1,983 2,424 22 
Total 1,445 1,209 -16.3 12725 13,744 8.0 
Payments to Crown corporations 
Canadian Broadcasting Corporation hs) 50 VEE NeyS) 859 966 25 
Canada Mortgage and 
Housing Corporation 150 75 -50.0 1,670 155 Jee 
Other 71 70 -1.4 1297 1,480 14.6 
Total 236 Los -17.4 3,821 4,201 a9 
Operating and capital expenditures 
Defence 902 1,256 39.2 95553 10,677 11.8 
All other departmental expenditures oA 2,483 29.3 21,140 Pp Leo eos oe) 
Total 2,023 3,739 32.4 30,693 33,009 ES 
Total direct program spending 4,504 5,143 14.2 47,239 50,954 eo 
Total program expenditures 9,867 10,810 9.6 103,342 111,494 Ve) 
Public debt charges 3,440 3,023 S12 37,848 35,952 -5.0 
Total budgetary expenditures 13,307 13833 4.0 141,190 147,446 4.4 
Memorandum item: 
Zofal transfers 6,808 6,876 1.0 68,828 74,284 7.9 
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¢ Excise taxes and duties increased 3.4 per cent. 
GST reyenues were up 2.2 per cent, broadly in 
line with the increase in domestic demand, 
customs import duties were up 9.7 per cent and 
sales and excise taxes increased 5.2 per cent, 
the latter primarily reflecting the impact of 
higher tobacco excise taxes. 


¢ Non-tax revenues were down 4.2 per cent, 
primarily reflecting the impact of lower 
interest rates. 


Among the major components of program 
spending, on a year-over-year basis: 


¢ Transfers to persons were up 5.9 per cent due 
to higher elderly and EI benefit payments. 
The increase in elderly benefit payments reflects 
an increase in the number of individuals eligible 
for benefits and higher average benefits, 
which are indexed to inflation. The increase 
in El benefit payments primarily reflects the 
impact of program enhancements, as well as 
an increase in the number of beneficiaries. 
The net impact of these increases was 
dampened by the Relief for Heating Expenses 
paid in January 2001. 


¢ Major transfers to other levels of government 
were up 10.9 per cent, reflecting higher cash 
transfers under the CHST and fiscal transfer 
programs. The increase in the CHST reflects 
the September 2000 agreement reached by 
first ministers to increase base funding from 
$13.5 billion in 2000-01 to $17.3 billion in 
2001-02. The increase in fiscal transfers is 
primarily due to higher equalization 
entitlements. The overall growth in this 
component was dampened by the special 
payment of $1 billion to the Medical 
Equipment Fund in 2000-01. 


¢ Direct program spending, consisting of total 
program spending less major transfers to 
persons and other levels of government, 
increased 7.9 per cent. Developments in this 
component are largely affected by the timing 
of payments as well as the full implementation 
of the new Financial Information Strategy. 
The introduction of the new system has resulted 
in a change in the monthly profile of spending. 
This will result in a larger portion of spending 
being recorded at the end of the fiscal year than 
in previous years. 


The year-over-year decline in public debt charges 
of $1.9 billion reflects the impact of declines in 
both the stock of interest-bearing debt and the 
average effective interest rate on that debt. 


Financial source of $3.4 billion 
(excluding foreign exchange transactions) 
for April 2001 to February 2002 


The budgetary balance is presented on a modified 
accrual basis of accounting, recording government 
liabilities when they are incurred, regardless of 
when the cash payment is made. In addition, the 
budgetary balance includes only those activities 
over which the Government has legislative control. 


In contrast, financial requirements/source measures 
the difference between cash coming in to the 
Government and cash going out. Financial 
requirements/source differs from the budgetary 
balance as the former includes transactions in 
loans, investments and advances, federal 
employees’ pension accounts, other specified 
purpose accounts, and changes in other financial 
assets and liabilities. These activities are included 
as part of non-budgetary transactions. The 
conversion from accrual to cash is also reflected 
in non-budgetary transactions. 


Non-budgetary transactions resulted in a net 
requirement of $11.3 billion in the first 11 months 
of 2001-02, compared to a net requirement of 
$6.8 billion in the same period of 2000-01. The 
increase to date is largely attributable to transfers 
of applicable pension assets to those Crown 
corporations setting up their own pension plans. 


As a result, with a budgetary surplus of 

$14.7 billion and a net requirement of 

$11.3 billion from non-budgetary transactions, 
there was a financial source (excluding foreign 
exchange transactions) of $3.4 billion in the 
April 2001 to February 2002 period, compared 
to a source of $15.7 billion in the same period 
of 2000-01. 
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Table 4 


The budgetary balance and financial requirements/source 


February April to February 
2001 2002 2000-01 2001-02 
($ millions) 
Budgetary balance (deficit/surplus) 4,398 35133 22,537 14,659 
Loans, investments and advances 
Crown corporations 4 7 405 Soil 
Other -4 182 -890 -1,156 
Total 0 189 -485 -605 
Specified purpose accounts 
Canada Pension Plan Account 490 1032 -386 -689 
Superannuation accounts -202 -168 1,369 -1,726 
Other 139 91 109 197 
Total 427 955 1,092 -2,218 
Other transactions -1,629 -1,440 -7,408 -8,468 
Total non-budgetary transactions -1,202 -296 -6,801 -11,291 
Financial requirements/source 
(excluding foreign exchange transactions) 3,196 2937 153736 3,368 
Foreign exchange transactions -644 -626 -3,937 =a 
Net financial balance 2.052 PROM 11,799 2251 
Table 5 
Net financial balance and net borrowings 
February April to February 
2001 2002 2000-01 2001-02 
($ millions) 
Net financial balance 252 2 2 11,799 Depo 
Net increase (+)/decrease (-) in borrowings 
Payable in Canadian dollars 
Marketable bonds 575 2,982 10,394 -2,515 
Treasury bills 2,100 600 -18,150 5,700 
Canada Savings Bonds BAS =133 =1a4 -2,870 
Other 0 -17 -62 -63 
Total 2,988 3,432 -8,572 22 
Payable in foreign currencies 
Marketable bonds -1,965 0 -4,167 =1'576 
Notes and loans 1,965 0 1,385 Sia 
Canada bills -94 48 126 -3,288 
Canada notes 0 -158 -36 331 
Total -94 -110 -2,692 -5,709 
Net change in borrowings 2,894 3.322 -11,264 -5,457 
Change in cash balance 5,446 D095 535 -3,206 
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Table 6 
Condensed statement of assets and liabilities 
March 31, 2001 February 28, 2002 Change 
($ millions) 
Liabilities 
Accounts payable, accruals and allowances 43,644 38,347 “5,297 


Interest-bearing debt 
Pension and other accounts 


Public sector pensions 129,185 127,459 -1,726 
Canada Pension Plan (net of securities) 6,391 5,702 -689 
Other pension and other accounts 13293 7,450 ee) 
Total pension and other accounts 142,829 140,611 -2,218 


Unmatured debt 
Payable in Canadian dollars 


Marketable bonds 294,973 292,458 eo LS 

Treasury bills 88,700 94,400 5,700 

Canada Savings Bonds 26,099 232229 -2,870 

Other 3,473 3,411 -62 

Subtotal 413,245 413,499 254 

Payable in foreign currencies B3e158 27,449 -5,709 

Total unmatured debt 446,403 440,947 -5,456 

Total interest-bearing debt 589,232 581,558 -7,674 

Total liabilities 632,876 619,905 -12,971 

Assets 

Cash and accounts receivable 19,186 OAS -35 

Foreign exchange accounts 50,270 51,387 Py 
Loans, investments and advances 

(net of allowances) 16,042 16,647 605 

Total assets 85,498 87,186 1,687 


Accumulated deficit (net public debt) 547,378 532,119 -14,659 
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Net financial source of $2.3 billion 
for April 2001 to February 2002 


Foreign exchange transactions represent all 
transactions in international reserves held in the 
Exchange Fund Account. The purpose of the 
Exchange Fund Account is to promote order and 
stability in the foreign exchange market. The 
buying of Canadian dollars represents a source of 
funds from exchange fund transactions, while 
the selling of Canadian dollars represents a 
requirement. Changes in foreign currency 
liabilities, which are undertaken to change the 
level of Canada’s foreign exchange reserves, 
also impact on foreign exchange transactions. 
Taking all of these factors into account, there 
was a net requirement of $1.1 billion in the first 
11 months of 2001-02, compared to a net 
requirement of $3.9 billion in the same period 
of 2000-01. 


With a budgetary surplus of $14.7 billion, a net 
requirement of $11.3 billion from non-budgetary 
transactions and a net requirement of $1.1 billion 
from foreign exchange transactions, there was a 
net financial source of $2.3 billion in the 

April 2001 to February 2002 period, compared 
to a net source of $11.8 billion in the same 
period of 2000-01. 


Net borrowings down $5.5 billion 
for April 2001 to February 2002 


Although there was a net financial source of 

only $2.3 billion in the first 11 months of 2001-02, 
the Government did reduce its holding of market 
debt by $5.5 billion through the drawing down 

of cash balances. The level of cash balances 

varies from month to month based on a 

number of factors including periodic large debt 
maturities, which can be quite volatile on a 
monthly basis. At the end of February 2002 

they stood at $4.4 billion. 
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Highlights 


March 2002: budgetary deficit of $4.9 billion 


There was a budgetary deficit of $4.9 billion in March 2002, up $2.4 billion from the deficit of 

$2.5 billion reported in March 2001. The year-over-year increase primarily reflects the impact of 

the timing of receipts and payments between February and March, which served to overstate the 
February 2002 surplus. On a year-over-year basis budgetary revenues were $1.3 billion lower, primarily 
reflecting the timing of corporate income tax revenues, while program spending was $1.9 billion higher, 
attributable in part to the timing of employment insurance (EI) benefits. Public debt charges declined 
by $0.8 billion. 


April 2001 to March 2002: budgetary surplus of $9.8 billion 


The budgetary surplus was estimated at $9.8 billion for the April 2001 to March 2002 period, down 
$10.3 billion from the surplus of $20.1 billion reported in the same period of 2000-01. The lower 
surplus to date reflects the ongoing impact of the tax cuts and spending initiatives in the February 2000 
budget and October 2000 Economic Statement and Budget Update, as well as those announced before 
and in the December 2001 budget. In addition, the slowdown in the economy in 2001 had an impact on 
most of the major revenue components and EI benefits, thereby adversely affecting the overall fiscal 
results, compared to the same period of 2000-01. 


These are not the final results for the 2001-02 fiscal year. Still to come are the regular end-of-year 
accounting adjustments. Consistent with government accounting principles, these adjustments 
incorporate increases in program spending to include the costs of liabilities incurred during the fiscal 
year for which no payments were made in 2001-02. For example, the final audited outcome for 2000-01 
was $17.1 billion, while the surplus to the end of March 2001 was $20.1 billion. The end-of-year 
accounting adjustments could be somewhat larger this year than in previous years as the monthly profile 
of program spending reflects the implementation of the new Financial Information Strategy, with 

a larger portion of spending likely being recorded at the end of the fiscal year than previously. 


The results to date are somewhat better than expected at the time of the December 2001 budget, 
reflecting the better-than-expected economic performance in the fourth quarter of 2001, which 
continued into the first quarter of 2002. 
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Table | 
Summary statement of transactions 


March April to March 


2001 2002 2000-01 2001-02 


Budgetary transactions 
Revenues 


Program spending 

Operating surplus 

Public debt charges 

Budgetary balance (deficit/surplus) 
Non-budgetary transactions 


Financial requirements/source 
(excluding foreign exchange transactions) 


Foreign exchange transactions 
Net financial balance 

Net change in borrowings 

Net change in cash balances 


Cash balance at end of period 


($ millions) 


133277 12,024 177,006 174,130 
-12,201 -14,150 -115,542 -125,643 
1,076 -2,126 61,464 48,487 
-3,564 -2,757 -41,412 -38,709 
-2,488 -4,883 20,052 9,778 
6,317 T3271 -485 -3,969 
3,829 2,444 19,567 5,809 
-4,716 -732 -8,654 -1,849 
-887 IM: 10,913 3,960 
582 267 -10,682 -5,189 
-305 Ieee) ae | 1229 
(A792 ULES! 


Note: Positive numbers indicate a net source of funds. Negative numbers indicate a net requirement for funds. 


March 2002: budgetary results 


Budgetary revenues declined $1.3 billion, or 

9.4 per cent, on a year-over-year basis. All major 
components recorded declines, with the exception 
of personal income tax revenues. 


¢ Personal income tax revenues were $0.1 billion, 
or 1.8 per cent, higher, primarily reflecting 
ongoing strength in monthly deductions from 
employment income, offset in part by higher 
refunds pertaining to the 2001 taxation year and 
increased payments under the Canada Child Tax 
Benefit reflecting previous budget initiatives. 


* Corporate income tax revenues were down 
$1.1 billion, or 45.8 per cent. Although 
February is the settlement period for 
corporations whose taxation year ends 
December 31, some payments slip into early 
March. In February and March revenues were 
down $2.3 billion compared to the same period 
last year, reflecting lower corporate profits in 
2001 than in 2000. 


¢ EI premium revenues declined 3.5 per cent, 
reflecting the impact of lower premium rates 
(the employee rate for 2002 is $2.20 per $100 of 
insurable earnings compared to $2.25 in 2001). 


¢ Excise taxes and duties declined $0.1 billion, or 
2.5 per cent. This primarily reflects the timing 
of receipts, as February 2002 revenues were up 
17.2 per cent on a year-over-year basis. Declines 
were reported in all components, with the 
exception of sales and excise taxes. The increase 
in this component was attributable to higher 
federal taxes on tobacco products effective 
November 2, 2001. 


¢ Non-tax revenues declined 7.1 per cent, again 
largely due to the timing of receipts, as 
February 2002 revenues were up 13.3 per cent 
on a year-over-year basis. 


Program spending was up $1.9 billion, or 
16.0 per cent, on a year-over-year basis. 


¢ Transfers to persons increased by $0.5 billion, 
or 17.8 per cent. EI benefit payments increased 
43.6 per cent, in part due to the timing of 
payments between February and March. 
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Table 2 
Budgetary revenues 
March April to March 
2001 2002 Change 2000-01 2001-02 Change 
($ millions) (%) ($ millions) (%) 
Income taxes 
Personal income tax 4,546 4,628 1.8 81,350 81,760 0.5 
Corporate income tax 2,349 272 -45.8 27,619 24,637 -10.8 
Other income tax revenue 692 655 -5.3 4,216 4,038 -4.2 
Total income tax 7,587 6,555 -13.6 113,185 110,435 -2.4 
Employment insurance 
premium revenues 1,839 1,774 -3.5 18,732 17,960 -4.1 
Excise taxes and duties 
Goods and services tax 1,619 1,582 -2.3 24,512 25,275 1.9 
Customs import duties 274 220 -19.7 Don 2,979 6.7 
Sales and excise taxes 674 700 3.9 8,224 8,641 5.1 
Total excise taxes and duties 2,567 DOD -2.5 SRO Li, 36,895 SHe) 
Total tax revenues 11,993 10,831 -9.7 167,744 165,290 -1.5 
Non-tax revenues 1,284 1,193 -7.1 9,262 8,840 -4.6 
Total budgetary revenues Ley PeaHG 12,024 -9.4 177,006 174,130 -1.6 


In February 2002 benefits were up only 

7.3 per cent — the first time the rate of increase 
had been below double-digit increases since 
May 2001. 


¢ Transfers to other levels of government were 
up $0.1 billion, or 5.3 per cent. The increase in 
the Canada Health and Social Transfer (CHST) 
reflects the September 2000 agreement reached 
by first ministers to increase base funding 
from $13.5 billion in 2000-01 to $17.3 billion 
in 2001-02. 


¢ Direct program spending, consisting of total 
program spending less transfers to persons and 
other levels of government, increased 
$1.3 billion, or 17.9 per cent. The increase 
primarily reflects the impact of the 
implementation of the Financial Information 
Strategy, with a larger portion of spending being 
recorded at the end of the fiscal year than in 
previous years. 


Public debt charges, on a year-over year basis, 
were down $0.8 billion, or 22.6 per cent, primarily 
reflecting adjustments related to previous months. 


April 2001 to March 2002: 
budgetary results 


Over the April 2001 to March 2002 period the 
budgetary surplus was estimated at $9.8 billion, 
down $10.3 billion from the surplus of 

$20.1 billion reported in the same period of 
2000-01. Program spending was up $10.1 billion 
while budgetary revenues were down $2.9 billion. 
Dampening the impact of these factors on the 
budgetary balance were lower public debt charges, 
down $2.7 billion. 


Among the major components of budgetary 
revenues, on a year-over-year basis: 


¢ Personal income tax collections were marginally 
higher, as higher final tax payments received in 
April and May 2001 with respect to the 2000 
taxation year, prior-year adjustments affecting 
the October 2000 results, and an increase 
in assessed income subject to taxation due 
to higher employment and average wages in 
2001 were largely offset by the impact of the 
tax reduction measures announced in the 
February 2000 budget, the October 2000 
Economic Statement and Budget Update 
and previous budgets. 
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Table 3 
Budgetary expenditures 


March April to March 
2001 2002 Change 2000-01 2001-02 Change 
($ millions) (%) ($ millions) (%) 
Transfer payments to: 
Persons 
Elderly benefits 2,057 pid toi) 4.9 24,245 25,364 4.6 
Employment insurance benefits 1,030 1,479 43.6 10,999 135852 Us) 
Relief for Heating Expenses 1,434 
Total 3,087 3,636 17.8 36,678 SRIVAKS 6.9 
Other levels of government 
Canada Health and Social Transfer Ns 1,442 28.2 13,500 17,300 28.1 
Fiscal transfers 907 TAS -21.4 123303 12,146 -1.3 
Medical Equipment Fund 1,000 
Alternative Payments for 
Standing Programs -206 -232 12.6 -2,466 -2,563 3.9 
Total 1,826 i 8) ts 24,337 26,883 10.5 
Direct program spending 
Subsidies and other transfers 
Agriculture 633 584 -7.7 1232 1,298 5.4 
Foreign Affairs pee) 566 94.5 713 aly 24.4 
Health OF, S17, 226.8 1,107 1,486 34.2 
Human Resources Development 363 165 -54.5 1,685 je bs 
Indian and Northern Development 144 345 139.6 3,886 3,944 jee 
Industry and Regional Development 407 836 105.4 1,720 Poy | 25.4 
Veterans Affairs 125 144 1as2 1,458 1,547 6.1 
Other 652 586 -10.1 2,035 3,009 14.2 
Total Oe 3,543 30.6 15,436 175283 12.0 
Payments to Crown corporations 
Canadian Broadcasting Corporation 43 1 -65.1 902 981 8.8 
Canada Mortgage and Housing 
Corporation 220 168 -47.5 1,990 1,923 -3.4 
Other 91 188 106.6 1,383 1,667 20.5 
Total 454 yl -18.3 4,275 4,571 6.9 
Operating and capital expenditures 
Defence 1,436 15623 13.0 10,992 17/0101 119 
All other departmental expenditures 2,686 3,054 eed 23,824 25,389 6.6 
Total 4,122 4,677 NB) 34,816 37,690 So 
Total direct program spending 7,288 Sul 179 54,527 59,544 oe 
Total program expenditures 120 14,150 16.0 115,542 125,643 8.7 
Public debt charges 3,564 OES Ey -22.6 41,412 38,709 -6.5 
Total budgetary expenditures 153765 16,907 ie 156,954 164,352 4.7 
Memorandum item: | 
Total transfers 7,625 9,102 19.4 76,451 83,382 9.1 
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¢ Corporate income tax revenues declined 
$3.0 billion, or 10.8 per cent, reflecting the 
impact of both lower corporate profits and 
reductions in tax rates. 


¢ EI premium revenues were down 4.1 per cent, 
as prior-year adjustments affecting the 
October 2000 results and the decline in 
premium rates more than offset the impact of 
the growth in the number of people employed 
and therefore paying premiums. 


e Excise taxes and duties increased 3.0 per cent. 
Goods and services tax revenues were up 
1.9 per cent, broadly in line with the increase 
in domestic demand, customs import duties 
were up 6.7 per cent and sales and excise taxes 
increased 5.1 per cent, the latter primarily 
reflecting the impact of higher tobacco 
excise taxes. 


e Non-tax revenues were down 4.6 per cent, 
primarily reflecting the impact of lower 
interest rates. 


Among the major components of program 
spending, on a year-over-year basis: 


¢ Transfers to persons were up 6.9 per cent due 
to higher elderly and EI benefit payments. 
The increase in elderly benefit payments 
reflects an increase in the number of individuals 
eligible for benefits and higher average 
benefits, which are indexed to inflation. The 
increase in EI benefit payments primarily 
reflects the impact of program enhancements, 
as well as an increase in the number of 
beneficiaries. The net impact of these increases 
was dampened by the Relief for Heating 
Expenses paid in January 2001. 


¢ Transfers to other levels of government were up 
10.5 per cent, reflecting higher cash transfers 
under the CHST. The increase in the CHST 
reflects the September 2000 agreement reached 
by first ministers to increase base funding from 
$13.5 billion in 2000-01 to $17.3 billion in 
2001-02. The overall growth in this component 
was dampened by the special payment of 
$1 billion to the Medical Equipment Fund in 
2000-01 and by a decline in fiscal transfers due 
to the recording in 2000-01 of the liability for 
lifting the equalization ceiling in 1999-2000. 


e Direct program spending increased 9.2 per cent. 
This reflects in large part the initiatives 
announced in the December 2001 budget, 
notably the measures to enhance personal and 
economic security. 


The year-over-year decline in public debt charges 
of $2.7 billion reflects the impact of declines in 
both the stock of interest-bearing debt and the 
average effective interest rate on that debt. 


Financial source of $5.8 billion 
(excluding foreign exchange transactions) 
for April 2001 to March 2002 


The budgetary balance is presented on a modified 
accrual basis of accounting, recording government 
liabilities when they are incurred, regardless of 
when the cash payment is made. In addition, the 
budgetary balance includes only those activities 
over which the Government has legislative control. 


In contrast, financial requirements/source measures 
the difference between cash coming in to the 
Government and cash going out. Financial 
requirements/source differs from the budgetary 
balance as the former includes transactions in 
loans, investments and advances, federal 
employees’ pension accounts, other specified 
purpose accounts, and changes in other financial 
assets and liabilities. These activities are included 
as part of non-budgetary transactions. The 
conversion from accrual to cash is also reflected 
in non-budgetary transactions. 


Non-budgetary transactions resulted in a net 
requirement of $4.0 billion in the April 2001 to 
March 2002 period, compared to a net requirement 
of $0.5 billion in the same period of 2000-01. The 
increase to date is largely attributable to transfers 
of applicable pension assets to those Crown 
corporations setting up their own pension plans. 


As a result, with a budgetary surplus of 

$9.8 billion and a net requirement of $4.0 billion 
from non-budgetary transactions, there was a 
financial source (excluding foreign exchange 
transactions) of $5.8 billion in the April 2001 to 
March 2002 period, compared to a source of 
$19.6 billion in the same period of 2000-01. 
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Table 4 
The budgetary balance and financial requirements/source 
March April to March 
2001 2002 2000-01 2001-02 
($ millions) 
Budgetary balance (deficit/surplus) -2,488 -4,883 20052 9,778 
Loans, investments and advances 
Crown corporations Se) 371 504 923 
Other -87 -11] -976 -1,268 
Total 12 260 -472 -345 
Specified purpose accounts 
Canada Pension Plan Account 578 1053 192 365 
Superannuation accounts -24 -249 1,346 -1,976 
Other 8 5) 117 201 
Total 562 809 L655 -1,410 
Other transactions 145 6,258 - 1,668 2 214 
Total non-budgetary transactions Gly T5327 -485 -3,969 
Financial requirements/source 
(excluding foreign exchange transactions) 3,829 2,444 19,567 5,809 
Foreign exchange transactions -4,.716 -732 -8,654 -1,849 
Net financial balance -887 a 10,913 3,960 
Table 5 
Net financial balance and net borrowings 
March April to March 
2001 2002 2000-01 2001-02 


($ millions) 
Net financial balance -887 ea 10,913 3,960 


Net increase (+)/decrease (-) in borrowings 
Payable in Canadian dollars 


Marketable bonds -9,694 916 700 -1,598 
Treasury bills 7,000 -200 11150 5,500 
Canada Savings Bonds 18 -16 -736 -2,886 
Other -17 -20 -79 -83 
Total -2,693 680 -11,265 933 
Payable in foreign currencies 
Marketable bonds 3,003 DA 3 -1,164 -1,358 
Notes and loans -1,385 0 0 -514 
Canada bills 1,094 -584 1220 -3,872 
Canada notes 563 -47 aye! -378 
Total B275 -413 583 -6,122 
Net change in borrowings 582 267 -10,682 -5,189 


Change in cash balance -305 1,979 251 -1,229 
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Table 6 
Condensed statement of assets and liabilities 
March 31, 2001 March 31, 2002 Change 
($ millions) 
Liabilities 
Accounts payable, accruals and allowances 43,644 38,270 -5,314 


Interest-bearing debt 
Pension and other accounts 


Public sector pensions POTTS 19209 -1,976 
Canada Pension Plan (net of securities) 6,391 6,756 365 
Other pension and other accounts T2595) 7,454 201 
Total pension and other accounts 142,829 141,419 -1,410 


Unmatured debt 
Payable in Canadian dollars 


Marketable bonds 294,973 DIS D1 -1,598 

Treasury bills 88,700 94,200 5,500 

Canada Savings Bonds 26,099 23913 -2,886 

Other 3,413 3,391 =82 

Subtotal 413,245 414,180 935 

Payable in foreign currencies Soule 27,036 -6,122 

Total unmatured debt 446,403 441,215 -5,188 

Total interest-bearing debt 589,232 582,634 -6,598 

Total liabilities 632,876 620,904 =1 1,973 

Assets 

Cash and accounts receivable 19,186 14,796 -4,390 

Foreign exchange accounts 50,270 SU AUibe) 1,849 
Loans, investments and advances 

(net of allowances) 16,042 16,387 345 


Total assets 85,498 83,303 -2,196 
Accumulated deficit (net public debt) 547,378 537,601 -9,778 
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Net financial source of $4.0 billion 
for April 2001 to March 2002 


Foreign exchange transactions represent all 
transactions in international reserves held in the 
Exchange Fund Account. The purpose of the 
Exchange Fund Account is to promote order and 
stability in the foreign exchange market. The 
buying of Canadian dollars represents a source 
of funds from exchange fund transactions, while 
the selling of Canadian dollars represents a 
requirement. Changes in foreign currency 
liabilities, which are undertaken to change the 
level of Canada’s foreign exchange reserves, also 
impact on foreign exchange transactions. Taking 
all of these factors into account, there was a net 
requirement of $1.8 billion in the April 2001 to 
March 2002 period, compared to a net requirement 
of $8.7 billion in the same period of 2000-01. 


With a budgetary surplus of $9.8 billion, a net 
requirement of $4.0 billion from non-budgetary 
transactions and a net requirement of $1.8 billion 


from foreign exchange transactions, there was 
a net financial source of $4.0 billion in the 
April 2001 to March 2002 period, compared to 
a net source of $10.9 billion in the same period 
of 2000-01. 


Net borrowings down $5.2 billion 
for April 2001 to March 2002 


In 2001-02 the Government reduced its holding of 
market debt by $5.2 billion by applying the net 
financial source of $4.0 billion and drawing down 
its cash balances by $1.2 billion. The level of cash 
balances varies from month to month based on a 
number of factors including periodic large debt 
maturities, which can be quite volatile on a 
monthly basis. At the end of March 2002 they 
stood at $12.0 billion. 
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Highlights of financial results for April 2002 


Budgetary surplus of $0.9 billion 
in April 2002 


There was a budgetary surplus of $0.9 billion in 
April 2002, down $2.6 billion from the revised 
surplus of $3.5 billion in April 2001.' Ona 
year-over-year basis, the lower surplus was 
attributable to a decline in budgetary revenues 
(down $2.4 billion) and higher program 
spending (up $0.8 billion). The impact of these 
developments was partially offset by lower 
public debt charges (down $0.5 billion). 


The decline of $2.4 billion, or 14.6 per cent, 

in budgetary revenues on a year-over year basis 
was spread throughout all the major components 
except excise taxes and duties. 


¢ Personal income tax collections were down 
$2.1 billion, or 24.6 per cent. Most of this 
decline was attributable to lower final tax 
settlement payments and higher refunds with 
respect to the 2001 tax year. Final tax settlement 
payments in April 2001 were extraordinarily 
high, reflecting, among others things, strong 
increases in capital gains in the 2000 tax year. 
However, the decline in the stock market in 
2001, coupled with the impact of lower interest 
rates on other components of investment 
income, resulted in much lower final tax 
settlement payments and higher refunds. 
Monthly deductions from employment income 
were somewhat lower, reflecting the timing of 
receipts and the impact of the tax reduction 
measures announced in the February 2000 
budget and October 2000 Economic Statement 
and Budget Update. 


* Corporate income tax collections declined 
$0.7 billion, or 30.5 per cent, primarily 
attributable to higher refunds reflecting the 
weakness in corporate profits in 2001. 


¢ Employment insurance (EI) premium revenues 
were down 2.7 per cent, largely due to the 
decline in premium rates (the employee rate 
for 2002 is $2.20 per $100 of insurable earnings 
compared to $2.25 in 2001). 


¢ Excise taxes and duties were up $0.6 billion, 
or 23.7 per cent, primarily reflecting strong 
growth in imports, which resulted in higher 
GST revenues and customs import duties. 
Sales and excise taxes were also higher, 
primarily attributable to the increase in 
tobacco taxes. 


e Non-tax revenues were down 14.4 per cent. 


Program spending increased by $0.8 billion, 
or 8.7 per cent, on a year-over-year basis. 


¢ Major transfers to persons were up $0.4 billion, 
or 12.3 per cent. The increase in elderly benefits 
reflects an increase in the number of individuals 
eligible for benefits and higher average benefits, 
which are indexed to inflation. The increase in 
EI benefits was attributable to both higher 
regular benefits, reflecting an increase in the 
number of beneficiaries, and program 
enhancements. 


¢ Major transfers to other levels of government 
were up $53 million, or 2.4 per cent, 
attributable to higher cash transfers under the 
Canada Health and Social Transfer, reflecting 
the September 2000 agreement reached by 
first ministers to increase base funding from 


' The budgetary surplus for April 2001 was originally estimated at $4.6 billion. However, this result was affected by systems 
problems relating to personal income tax and goods and services tax (GST) refunds. This had the effect of overstating the April 2001 
surplus by $1.1 billion and understating the surplus in the May and June period by a comparable amount. This will have no impact 
on the final results for the year as a whole. 
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Table | 
Summary statement of transactions 


April 
2001 2002 


Budgetary transactions 
Revenues 


Program spending 

Operating surplus 

Public debt charges 

Budgetary balance (deficit/surplus) 
Non-budgetary transactions 


Financial requirements/source 
(excluding foreign exchange transactions) 


Foreign exchange transactions 
Net financial balance 

Net change in borrowings 

Net change in cash balances 


Cash balance at end of period 


($ millions) 


16,126 13,776 
-9,226 -10,029 
6,900 3,747 
-3,389 -2,875 
asi Ul 872 
-3,952 =5 992 
-44] -4,680 
158 -668 
-283 -5,348 
70 -940) 
-213 -6,288 
5,818 12,965 


Note: Positive numbers indicate a net source of funds. Negative numbers indicate a net requirement for funds. 
Estimates for April 2001 have been revised from those previously published. 


$17.3 billion in 2001-02 to $18.6 billion in 
2002-03. The decline in fiscal transfers was 
primarily attributable to the timing of payments, 
which should be reversed in future months. 


¢ Direct program spending, consisting of total 
program spending less major transfers to 
persons and other levels of government, 
increased by $0.4 billion, or 9.2 per cent. 
Subsidies and other transfers and payments 
to Crown corporations declined, while operating 
and capital expenditures were higher. The 
monthly fluctuations in these components are 
due in large part to the timing of payments. 


Public debt charges were down $0.5 billion, 

or 15.2 per cent, attributable to both a decline in 
the stock of interest-bearing debt and a lower 
average effective interest rate on that debt. 


Financial requirement of $4.7 billion 
(excluding foreign exchange transactions) 
in April 2002 


The budgetary balance is presented on a 
modified accrual basis of accounting, recording 
government liabilities when they are incurred, 
regardless of when the cash payment is made. 
In addition, the budgetary balance includes only 
those activities over which the Government has 
legislative control. 


In contrast, financial requirements/source 
measures the difference between cash coming in 
to the Government and cash going out. Financial 
requirements/source differs from the budgetary 
balance as the former includes transactions in 
loans, investments and advances, federal 
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Table 4 
The budgetary balance and financial requirements/source 
April 
2001 2002 
($ millions) 
Budgetary balance (deficit/surplus) are 872 
Loans, investments and advances 
Crown corporations 132 13 
Other -14 8 
Total 118 7A 
Specified purpose accounts 
Canada Pension Plan Account -400 -129 
Superannuation accounts 46 -45 
Other 21 -38 
Total -333 -212 
Other transactions -3,737 -5 361 
Total non-budgetary transactions -3,952 -5,552 
Financial requirements/source 
(excluding foreign exchange transactions) -44] -4,680 
Foreign exchange transactions 158 -668 
Net financial balance -283 -5,348 
Table 5 
Net financial balance and net borrowings 
April 
2001 2002 
($ millions) 
Net financial balance -283 -5,348 
Net increase (+)/decrease (-) in borrowings 
Payable in Canadian dollars 
Marketable bonds STA -5,200 
Treasury bills -700 4,300 
Canada Savings Bonds = =>] 
Other 0 0 
Total 670 -957 
Payable in foreign currencies 
Marketable bonds 0 0 
Notes and loans 0 0 
Canada bills -490 17 
Canada notes sL10 0 
Total -600 17 
Net change in borrowings 70 =o) 


Change in cash balance -213 -6,288 
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Table 3 
Budgetary expenditures 


2001 2002 Change 
($ millions) (%) 
Transfer payments to: 
Persons 
Elderly benefits 2,063 2,166 5.0 
Employment insurance benefits Ves 1,402 26.0 
Total 3,176 3,568 PAS) 
Other levels of government 
Canada Health and Social Transfer 1,441 1,550 7.6 
Fiscal transfers 923 877 -5.0 
Alternative Payments for 
Standing Programs -200 -210 5.0 
Total 2,164 Zo 2.4 
Direct program spending 
Subsidies and other transfers 
Agriculture 38 16 -57.9 
Foreign Affairs 122 4] -66.4 
Health 10 110 1,000.0 
Human Resources Development 26 70 169.2 
Indian and Northern Development 690 609 -11.7 
Industry and Regional Development 112 109 -2.7 
Veterans Affairs 118 143 PAN? 
Other 306 163 -46.7 
Total 1,422 1,261 -11.3 
Payments to Crown corporations 
Canadian Broadcasting Corporation 200 182 -9.0 
Canada Mortgage and Housing 
Corporation 158 ea! 8.2 
Other 221 225 1.8 
Total 519 578 -0).2 
Operating and capital expenditures 
Defence 505 580 14.9 
All other departmental expenditures 1,380 1825 a2 
Total 1,885 2,405 pais 
Total direct program spending 3,886 4,244 92 
Total program expenditures 9,226 10,029 8.7 
Public debt charges 3,389 2,875 = [52 
Total budgetary expenditures 12,615 12,904 De 
Memorandum item: 
Total transfers 6,762 - 7,046 42 
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Table 2 
Budgetary revenues 
April 
2001 2002 Change 
($ millions) (%) 
Income taxes 
Personal income tax 8,539 6,436 -24.6 
Corporate income tax 2,146 1,492 -30.5 
Other income tax revenue 364 332 -8.8 
Total income tax 11,049 8,260 =e 
Employment insurance 
premium revenues 1,809 1,760 -2.7 
Excise taxes and duties 
Goods and services tax 1,703 Pea | 26.3 
Customs import duties 169 257 aye 
Sales and excise taxes 645 705 9.3 
Total excise taxes and duties 2, Spills) De 4| 
Total tax revenues S370 [33033 -14.6 
Non-tax revenues (ey 643 -14.4 
Total budgetary revenues 16,126 13776 -14.6 


employees’ pension accounts, other specified 
purpose accounts, and changes in other 
financial assets and liabilities. These activities 


are included as part of non-budgetary transactions. 


The conversion from accrual to cash is also 
reflected in non-budgetary transactions. 


Non-budgetary transactions resulted in a net 
requirement of $5.6 billion in April 2002, 

up from a net requirement of $4.0 billion in 
April 2001. The higher requirement is primarily 
due to timing factors affecting the other 
transactions component. 


With a budgetary surplus of $0.9 billion and a net 
requirement of $5.6 billion from non-budgetary 
transactions, there was a financial requirement 
(excluding foreign exchange transactions) of 

$4.7 billion in April 2002, compared to a 
requirement of $0.4 billion in April 2001. 


Net financial requirement of $5.3 billion 
in April 2002 


Foreign exchange transactions represent all 
transactions in international reserves held in the 
Exchange Fund Account (EFA). The objectives 

of the EFA are to provide general foreign currency 
liquidity for the Government and promote orderly 
conditions in the foreign exchange market. 

The EFA contains foreign currency investments, 
the Government’s gold holdings and assets related 
to Canada’s commitment to the International 
Monetary Fund (IMF). Increases in the level of 
the reserves through borrowings, contributions 

to the IMF or selling of Canadian dollars 
represent a requirement. Conversely, decreases 

in the level of reserves represent a source of 
funds. Taking all of these factors into account, 
there was a net requirement of $0.7 billion in 
April 2002, compared to a net source of 

$0.2 billion in April 2001. 
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Table 6 
Condensed statement of assets and liabilities 
March 31, 2002 April 30, 2002 Change 
($ millions) 
Liabilities 
Accounts payable, accruals and allowances 41,014 39,486 -1,528 


Interest-bearing debt 
Pension and other accounts 


Public sector pensions 127,209 127,164 -45 
Canada Pension Plan (net of securities) 6,756 6,627 -129 
Other pension and other accounts 7,454 7,416 -38 
Total pension and other accounts 141,419 141,207 -212 


Unmatured debt 
Payable in Canadian dollars 


Marketable bonds 293,865 288,665 -5,200 

Treasury bills 94,200 98,500 4,300 

Canada Savings Bonds 23,759 23,102 -57 

Other 3,390 3,390 0 

Subtotal 415,214 414,257 -957 

Payable in foreign currencies 27,033 27,050 17 

Total unmatured debt 442,247 441,307 -94() 

Total interest-bearing debt 583,666 582,514 -1,152 

Total liabilities 624,680 622,000 -2,680 

Assets 

Cash and accounts receivable 14,796 13,635 -1,161 

Foreign exchange accounts 2.119 51,451 -668 
Loans, investments and advances 

(net of allowances) 16,387 16,408 21 

Total assets 83,302 81,494 -1,808 

Accumulated deficit (net public debt)! 541,378 540,506 -872 


' Assumes a fiscal balance of $6 billion for 2001-02. 


With a budgetary surplus of $0.9 billion, a net Net borrowings down slightly 
requirement of $5.6 billion from non-budgetary 
transactions and a net requirement of $0.7 billion 


from foreign exchange transactions, there was a ee 
nel fine leeauiemennoncse tienen which also resulted in a decrease of $0.9 billion 


April 2002, compared to a net requirement of mn ee Domo wne Sc esn pala ee athe cade 
$0.3 billion in April 2001. April 2002 stood at $13.0 billion. The level of 
cash balances varies from month to month based 
on a number of factors including periodic large 
debt maturities, which can be quite volatile on 
a monthly basis. 


This financial requirement was financed by 
a drawdown in cash balances of $6.3 billion, 


For additional copies or subscription inquiries, please contact the Distribution Centre at (613) 995-2855. 
For other inquiries about this publication, contact Peter DeVries at (613) 996-7397. 
Also available on the Internet (including advance tentative release dates) at www.fin.gc.ca. 
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Highlights 


May 2002: budgetary deficit of $116 million 


There was a budgetary deficit of $116 million in May 2002, compared to a surplus of $3.2 billion in 
May 2001.! This year-over-year deterioration in the budgetary balance was primarily attributable to the 
impact of the global economic slowdown in 2001, particularly its effect on corporate profits and the 
stock market, which caused a sharp increase in both personal and corporate income tax refunds and 
significantly lower final personal income tax settlement payments with respect to the 2001 tax year. 
Budgetary revenues declined $3.0 billion in May 2002 compared to May 2001. Total expenditures were 
up $0.4 billion, as an increase in program spending was partially offset by lower public debt charges. 


April and May 2002: budgetary surplus of $755 million 


The budgetary surplus was estimated at $755 million for the April and May 2002 period, compared 

to the surplus of $6.8 billion reported in the same period of 2001-02. The decline in the year-over-year 
surplus was largely attributable to developments affecting final income tax payments with respect to 
the 2001 tax year, as noted above. This decline was expected given the extraordinary net capital gains 
realizations in the 2000 tax year, which resulted in record high final income tax payments in April and 
May 2001, and the decline in the stock market in 2001, which resulted in higher refunds and lower 
settlement payments in April and May 2002. 


: Budgetary revenues over the April to June period last year were affected by systems problems relating to personal 
income tax and goods and services tax refunds. This had the effect of overstating the April 2001 budgetary surplus 
and understating the surpluses in May and June. This will have no impact on the final results for the year as a whole. 
The May 2001 surplus was originally estimated at $2.9 billion. 


May 2002: budgetary results in tax deductions from employment income. 

: ag This decline primarily reflects the drop in net 
Budgetary ee ers declined $3.0 billion, or capital gains realizations in 2001, following 
18.8 per cent, in May 2002, on a year-over-year a year of extraordinary gains in 2000. 
basis. All components except excise taxes and 


¢ Corporate income tax revenues were down 
duties were lower. 


$0.7 billion, or 30.3 per cent, primarily due 


* Personal income tax revenues declined to higher refunds relating to the overpayment 
$2.3 billion, or 29.6 per cent, as higher refunds of taxes in the past. This decline reflects the 
and lower final settlement payments related to weakness in corporate profits in 2001. 


the 2001 tax year more than offset an increase = —~ 


4 ey hd | 
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Table | 
Summary statement of transactions 


May April to May 


2001 2002 2001-02 2002-03 


Budgetary transactions 


($ millions) 


Revenues 

Program spending 

Operating surplus 

Public debt charges 

Budgetary balance (deficit/surplus) 
Non-budgetary transactions 


Financial requirements/source 
(excluding foreign exchange transactions) 


Foreign exchange transactions 
Net financial balance 

Net change in borrowings 

Net change in cash balances 


Cash balance at end of period 


15,798 12,829 31,924 26,604 
-9,144 NE] -18,370 -20,006 
6,654 D852 13,554 6,598 
-3,405 -2,968 -6,794 -5,843 
3,249 -116 6,760 135 
1,489 856 -2,462 -4,699 
4,738 740 4,298 -3,944 
-295 20 -137 -648 
4,443 760 4,161 -4,592 
-883 6,438 -813 5,498 
3,560 71S 3,348 906 
16,530 12,856 


Note: Positive numbers indicate a net source of funds. Negative numbers indicate a net requirement for funds. 
Estimates for April and May 2001 have been revised from those previously published. 


¢ Employment insurance (EI) premium revenues 
were virtually unchanged, as the decline in 
premium rates (the employee rate for 2002 is 
$2.20 per $100 of insurable earnings compared 
to $2.25 in 2001) offset the impact of the 
growth in the number of people employed 
and therefore paying premiums. 


¢ Excise taxes and duties were up $0.1 billion, or 
4.6 per cent. Most of the increase reflects higher 
excise taxes and duties on tobacco products. 


¢ Non-tax revenues declined, primarily reflecting 
the timing of receipts. 


On a year-over-year basis, program spending 
increased by $0.8 billion, or 9.1 per cent. Among 
the major components: 


¢ Transfers to persons were up 10.6 per cent. 
Elderly benefits increased 5.8 per cent, 
reflecting an increase in the number of 
individuals receiving benefits and higher 


average benefits, which are indexed to inflation. 
The increase of 22.2 per cent in EI benefits 
was attributable to both higher regular benefits, 
reflecting an increase in the number of 
beneficiaries, and program enhancements. 


Transfers to other levels of government were 
up 6.1 per cent, reflecting higher cash transfers 
under the Canada Health and Social Transfer 
(CHST) and fiscal transfers. The increase in the 
CHST reflected the September 2000 agreement 
reached by first ministers to increase base 
funding from $17.3 billion in 2001-02 to 

$18.6 billion in 2002-03. The increase in 

fiscal transfers was attributable to higher 
equalization entitlements. 


Direct program spending, consisting of total 
program spending less transfers to persons 
and other levels of government, increased 
by 9.8 per cent. Subsidies and other transfers 
declined 15.6 per cent, while payments to 
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Table 2 
Budgetary revenues 
May April to May 
2001 2002 Change 2001-02 2002-03 Change 
. ($ millions) (%) ($ millions) (%) 
Income taxes 
Personal income tax 7,639 5,316 -29.6 16,178 11,810 AAO 
Corporate income tax 210 1,654 -30.3 4,519 3,146 -30.4 
Other income tax revenue 305 DD) -23.9 670 564 -15.8 
Total income tax HORS ley 1262 -29.6 21367 15,920 27.4 
Employment insurance 
premium revenues 1,770 Ie gis -1.1 Syer) Spolsl -1.9 
Excise taxes and duties 
Goods and services tax DNA 2,181 oS 3,830 4332 Il 
Customs import duties 226 Dips DID 395 488 2505 
Sales and excise taxes 736 819 Lies 1,382 1574 Los 
Total excise taxes and duties 3,089 Bon 4.6 5,007 6,344 ik 
Total tax revenues LSs176 12,244 -19.3 30,553 253)5 -16.9 
Non-tax revenues 622 585 -5.8 out 1,229 -10.4 
Total budgetary revenues 15,798 12,829 -18.8 31,924 26,604 21057 


Crown corporations and operating and capital 
expenditures were up strongly. The monthly 
fluctuations in these components are due 

in large part to the timing of payments. 


Public debt charges, on a year-over year basis, 
declined 12.8 per cent, solely attributable to 

a decrease in the average effective interest rate, 
as the stock of interest-bearing debt was 
slightly higher. 


April and May 2002: budgetary results 


Over the first two months of fiscal year 2002-03, 
the budgetary surplus was estimated at 

$755 million, down $6.0 billion from the surplus 
of $6.8 billion reported in the same period 

of 2001-02. This decline, which was expected, 
reflected lower budgetary revenues, largely 
attributable to developments related to the 2001 
tax year, and higher program spending. In contrast, 
public debt charges were lower. 


Budgetary revenues were down $5.3 billion, or 
16.7 per cent, on a year-over-year basis. Among 
the major components: 


Personal income tax collections declined 

$4.4 billion, or 27.0 per cent. Virtually all of 
this decline was attributable to lower final tax 
payments and higher refunds with respect to the 
2001 tax year, reflecting weakness in economic 
activity in 2001 and its effect on the stock 
market and net capital gains realizations. 
However, it should be noted that the results for 
the same period in 2001 were affected by the 
extraordinary stock market gains in 2000, which 
resulted in record final tax settlement payments 
in April and May 2001. The results to date 
were also dampened by the impact of the 

tax reduction measures announced in the 
February 2000 budget and the October 2000 
Economic Statement and Budget Update. 
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Table 3 
Budgetary expenditures 
May April to May 
2001 2002 Change 2001-02 2002-03 Change 
($ millions) (%) ($ millions) (%) 
Transfer payments to: 
Persons 
Elderly benefits 2,091 Dole 5.8 4,154 4,377 5.4 
Employment insurance benefits 875 1,069 22.2 1,988 2,471 24.3 
Total 2,966 3,281 10.6 6,142 6,848 Dies 
Other levels of government 
Canada Health and Social Transfer 1,442 ipo50 fs) 2,883 BA00 TS 
Fiscal transfers Loti, 1,164 4.2 2,041 2,040 0.0 
Alternative Payments for 
Standing Programs -200 -210 5.0 -400 -420 5.0 
Total 2D) 2,504 6.1 4,524 4,720 4.3 
Direct program spending 
Subsidies and other transfers 
Agriculture 1o2 AO -79.2 230 ny -75.2 
Foreign Affairs 62 86 38.7 184 125 -32.1 
Health 188 1S -29.8 198 242 220) 
Human Resources Development Wy jaa -12.6 [dz 181 [9u1 
Indian and Northern Development 225 Za3 12.4 916 862 -5.9 
Industry and Regional Development AQ a) 47.5 By 168 10.5 
Veterans Affairs 124 138 es: 242 281 16.1 
Other 181 142 “213 490 302 -38.4 
Total liek) 961 -15.6 2,564 PS Altes 23%) 
Payments to Crown corporations 
Canadian Broadcasting Corporation 40 76 90.0 240 258 TS 
Canada Mortgage and Housing 
Corporation 158 ew) 0.6 316 330 4.4 
Other 106 134 26.4 se) 360 9.4 
Total 304 369 21.4 885 948 eal 
Operating and capital expenditures 
Defence 502 796 58.6 1,007 Lda 36.7 
All other departmental expenditures 1,874 2,066 10.2 3,248 3,895 19.9 
Total 26 2,862 205 4,255 Dae Doe 
Total direct program spending 3,819 4,192 9.8 7,704 8,438 vES 
Total program expenditures 9,144 9,977 9.1 18,370 20,006 8.9 
Public debt charges 3,405 2,968 -12.8 6,794 5,843 -14.0 
Total budgetary expenditures 12,549 12,945 32 25,164 25,849 pie 


Memorandum item: 
Total transfers 6,464 6,746 4.4 13,230 13,786 4.2 
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¢ Corporate income tax revenues were down 
$1.4 billion, or 30.4 per cent. This was primarily 
attributable to higher refunds pertaining to 
previous years’ taxes paid. In addition, monthly 
instalment payments are lower as they are 
largely based on 2001 tax liabilities, a year 
in which corporate profits declined. 


¢ EI premium revenues were down marginally, 
primarily due to the lower premium rates 
in effect for 2002. 


¢ Excise taxes and duties increased by 
$0.7 billion, or 13.1 per cent, primarily 
reflecting higher customs import duties and the 
increases in tobacco excise taxes and duties. 


¢ Non-tax revenues were down 10.4 per cent. 


Program spending increased by $1.6 billion, or 
8.9 per cent, in the April and May 2002 period, 
compared to the same period last year. 


¢ Transfers to persons were up 11.5 per cent, 
reflecting both higher elderly and EI benefits. 


¢ Transfers to other levels of government were up 
4.3 per cent, attributable to higher cash transfers 
under the CHST. Entitlements under the fiscal 
transfer programs were virtually unchanged, 
primarily reflecting the timing of payments. 


¢ Direct program spending, consisting of total 
program spending less transfers to persons and 
other levels of government, increased by 
9.5 per cent. During the first few months of the 
fiscal year, developments in this component are 
largely affected by the timing of payments. 


Public debt charges declined by $1.0 billion, or 
14.0 per cent, due to the lower average effective 
interest rate on the stock of debt. 


Financial requirement of $3.9 billion 
(excluding foreign exchange transactions) 
for April and May 2002 


The budgetary balance is presented on a modified 
accrual basis of accounting, recording government 
liabilities when they are incurred, regardless of 
when the cash payment is made. In addition, the 
budgetary balance includes only those activities 
over which the Government has legislative control. 


In contrast, financial requirements/source 
measures the difference between cash coming in 
to the Government and cash going out. Financial 
requirements/source differs from the budgetary 
balance as the former includes transactions in 
loans, investments and advances, federal 
employees’ pension accounts, other specified 
purpose accounts, and changes in other financial 
assets and liabilities. These activities are included 
as part of non-budgetary transactions. The 
conversion from accrual to cash is also reflected 
in non-budgetary transactions. 


Non-budgetary transactions resulted in a net 
requirement of $4.7 billion in the first two months 
of 2002-03, compared to a net requirement of 
$2.5 billion in the same period in 2001-02. 


As a result, with a budgetary surplus of 

$0.8 billion and a net requirement of $4.7 billion 
from non-budgetary transactions, there was a 
financial requirement (excluding foreign exchange 
transactions) of $3.9 billion in the April and 

May 2002 period, compared to a financial source 
of $4.3 billion in the same period in 2001-02. 


Net financial requirement of $4.6 billion 
for April and May 2002 


Foreign exchange transactions represent all 
transactions in international reserves held in the 
Exchange Fund Account (EFA). The objectives of 
the EFA are to provide general foreign-currency 
liquidity for the Government and promote orderly 
conditions in the foreign exchange market. The 
EFA contains foreign-currency investments, the 
Government’s gold holdings and assets related 

to Canada’s commitment to the International 
Monetary Fund (IMF). Increases in the level of the 
reserves through borrowings, contributions to the 
IMF, and/or selling of Canadian dollars represent 
a requirement. Conversely, decreases in the level 
of reserves represent a source of funds. Taking 

all of these factors into account, there was a net 
requirement of $0.6 billion in the first two months 
of 2002-03, compared to a net requirement 

of $0.1 billion in the same period in 2001-02. 
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Table 4 


The budgetary balance and financial requirements/source 


May April to May 
2001 2002 2001-02 2002-03 
($ millions) 
Budgetary balance (deficit/surplus) 3,249 -116 6,760 (iss 
Loans, investments and advances 
Crown corporations 48 2 180 15 
Other -43 Zl -57 30 
Total 2 22 123 45 
Specified purpose accounts 
Canada Pension Plan Account 627 401 2a0 ZZ 
Superannuation accounts -24]1 -43 -193 -89 
Other ail -15 ih -52 
Total 417 343 85 Lon 
Other transactions 1,067 490 -2,670 -4,875 
Total non-budgetary transactions 1,489 856 -2,462 -4,699 
Financial requirements/source 
(excluding foreign exchange transactions) 4,738 740 4,298 -3,944 
Foreign exchange transactions -295 20 -137 -648 
Net financial balance 4,443 760 4,161 -4,.592 
Table 5 
Net financial balance and net borrowings 
May April to May 
2001 2002 2001-02 2002-03 
($ millions) 
Net financial balance 4,443 760 4,161 -4,592 
Net increase (+)/decrease (-) in borrowings 
Payable in Canadian dollars 
Marketable bonds =225 3,045 1,146 -2,155 
Canada Savings Bonds -79 -94 -80 -151 
Treasury bills -300 3,700 - 1,000 8,000 
Other 9) By 
Total -604 6,649 66 5,692 
Payable in foreign currencies 
Marketable bonds -1,576 0 -1,576 0 
Notes and loans 
Canada bills 1,360 -211 870 -194 
Canada notes -63 0 173 0 
Total -279 -211 -879 -194 
Net change in borrowings -883 6,438 -813 5,498 
Change in cash balance 3,560 7,198 3,348 906 
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Table 6 
Condensed statement of assets and liabilities! 
March 31, 2002 May 31, 2002 Change 
($ millions) ; 
Liabilities 
Accounts payable, accruals and allowances 41,014 36,867 -4,147 


Interest-bearing debt 
Pension and other accounts 


Public sector pensions 1275209 127,120 -89 
Canada Pension Plan (net of securities) 6,756 7,028 Dg 
Other pension and other accounts 7,454 7,402 -52 
Total pension and other accounts 141,419 141,550 131 


Unmatured debt 
Payable in Canadian dollars 


Marketable bonds 293,865 291-710 -2,155 

Treasury bills 94,200 102,200 8,000 

Canada Savings Bonds 2a5159 23,608 -15] 

Other 3,390 3,388 2 

Subtotal 415214 420,906 5,692 

Payable in foreign currencies 21,0353 26,839 -194 

Total unmatured debt 442,247 447,745 5,498 

Total interest-bearing debt 583,666 989,295 55029 

Total liabilities 624,680 626,162 1,482 

Assets 

Cash and accounts receivable 14,796 16,430 1,634 

Foreign exchange accounts 2,119 52,107 648 
Loans, investments and advances 

(net of allowances) 16,387 16,342 -45 

Total assets 83,302 85,539 Pape | 

Accumulated deficit (net public debt) D40578 540,623 -755 


: Assumes a fiscal balance of $6 billion for 2001-02. 
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With a budgetary surplus of $0.8 billion, a net Net borrowings up $5.5 billion 
requirement of $4.7 billion from non-budgetary for April and May 2002 
transactions and a net requirement of $0.6 billion 
from foreign exchange transactions, there was 

a net financial requirement of $4.6 billion in the 
April and May 2002 period, compared to a net 
source of $4.2 billion in the same period in 
2001-02. 


To finance this net financial requirement, the 
Government increased its holding of market debt 
by $5.5 billion to the end of May 2002 and raised 
its cash balances by $0.9 billion to $12.9 billion. 
The level of cash balances varies from month to 
month based on a number of factors including 
periodic large debt maturities, which can be quite 
volatile on a monthly basis. 


For additional copies or subscription inquiries, please contact the Distribution Centre at (613) 995-2855. 

For other inquiries about this publication, contact Peter DeVries at (613) 996-7397. 

Also available on the Internet (including advance tentative release dates) at www.fin.gc.ca. 

Ce document est également offert en francais. &) 
July 2002 


A { Publication 


[am The Fiscal Monitor 


A Publication of the Department of Finance 


Highlights 


June 2002: budgetary surplus of $4.0 billion 


There was a budgetary surplus of $4.0 billion in June 2002, compared to a surplus of $2.8 billion 
in June 2001.! Since 1996-97 large surpluses have been recorded in the month of June, primarily 
reflecting the inclusion of quarterly personal income tax instalment payments. Most of the 
year-over-year improvement in the budgetary balance is attributable to higher budgetary revenues, 
in part reflecting strong employment gains since the beginning of the year. In addition, there were 
one-time technical factors that impacted positively on revenues in June 2002, including adjustments 
pertaining to previous months and timing of receipts. 


April to June 2002: budgetary surplus of $4.8 billion 


The budgetary surplus is estimated at $4.8 billion for the April to June 2002 period, compared to a 
surplus of $9.6 billion reported in the same period of 2001-02. The decline in the year-over-year surplus 
is largely attributable to developments affecting final personal income tax payments with respect to the 
2001 tax year. This decline was expected given the extraordinary net capital gains realizations in the 
2000 tax year, which resulted in record high final income tax payments in April and May 2001, and 

the decline in the stock market in 2001, which resulted in higher refunds and lower settlement payments 
in April and May 2002. 


} Budgetary revenues over the April to June period last year were affected by systems problems relating to personal 
income tax and goods and services tax (GST) refunds. This had the effect of overstating the April 2001 budgetary surplus 
and understating the surpluses in May and June. This will have no impact on the final results for the year as a whole. 
The June 2001 surplus was originally estimated at $2.5 billion. 


June 2002: budgetary results ¢ Corporate income tax revenues were down 
$0.1 billion, or 5.1 per cent, attributable to 
higher refunds relating to the overpayment 
of taxes in the past. 


Budgetary revenues increased $1.3 billion, 
or 8.3 per cent, in June 2002 on a 


ear-over-year basis. 
4 : ¢ Employment insurance (EI) premium 


¢ Personal income tax revenues increased revenues were virtually unchanged, as the 
$0.9 billion, or 11.8 per cent, primarily decline in premium rates (the employee rate 
reflecting higher tax deductions from for 2002 is $2.20 per $100 of insurable 
employment income, attributable to the earnings compared to $2.25 in 2001) offset 
strong growth in employment since the the impact of the growth in the number of 
beginning of the year. In addition, the timing people employed and therefore 
of receipts and adjustments pertaining to paying premiums. 


previous periods contributed to the gain 
in June 2002. 
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Table | 
Summary statement of transactions 


June April to June 


2001 2002 2001-02 2002-03 


Budgetary transactions 
Revenues 


Program spending 

Operating surplus 

Public debt charges 

Budgetary balance (deficit/surplus) 
Non-budgetary transactions 


Financial requirements/source 
(excluding foreign exchange transactions) 


Foreign exchange transactions 
Net financial balance 

Net change in borrowings 

Net change in cash balances 


Cash balance at end of period 


($ millions) 


15,349 16,627 47,274 43,232 
-9,446 -9,569 -27,816 295599 
05 7,058 19,458 13,633 
-3,111 -3,022 -9,904 -8,865 
2192 4,036 9,554 4,768 
-7,887 -7,887 -10,348 -12,559 
-5,095 -3,851 -794 -7,791 
449 -607 312 = 16255 
-4,646 -4,458 -482 -9,046 
-8,170 -3,419 -8,983 2,078 
-12,816 -7,877 -9,465 -6,968 
3,708 4,979 


Note: Positive numbers indicate a net source of funds. Negative numbers indicate a net requirement for funds. 
Monthly estimates for 2001-02 have been revised from those previously published. 


¢ Excise taxes and duties were up $0.3 billion, or 
10.5 per cent, primarily attributable to a strong 
gain in GST revenues, reflecting both increases 
in gross collections and lower refunds. 


¢ Non-tax revenues were up sharply, reflecting 
the timing of receipts. They were down in May. 


On a year-over-year basis, program spending 
increased by $0.1 billion, or 1.3 per cent, as 
lower defence spending and subsidies and other 
transfers offset much of the increases in the other 
major components. 


¢ Transfers to persons were up 7.9 per cent. 
Elderly benefits increased 6.5 per cent, 
reflecting an increase in the number of 
individuals receiving benefits and higher 


average benefits, which are indexed to inflation. 


The increase of 10.9 per cent in El benefits was 
attributable to both higher regular benefits, 
reflecting an increase in the number of 
beneficiaries, and program enhancements. 


¢ Transfers to other levels of government were 
up 4.2 per cent, reflecting higher cash transfers 
under the Canada Health and Social Transfer 
(CHST). This increase reflects the September 
2000 agreement reached by first ministers to 
increase base funding from $17.3 billion in 
2001-02 to $18.6 billion in 2002-03. 


¢ Direct program spending, consisting of total 
program spending less transfers to persons and 
other levels of government, declined by 
4.9 per cent, reflecting lower subsidies and 
other transfers and defence spending. The 
monthly fluctuations in these components are 
due in large part to the timing of payments. 


Public debt charges, on a year-over year basis, 
declined 2.9 per cent, solely attributable to a 
decrease in the average effective interest rate, 
as the stock of interest-bearing debt was 
slightly higher. 
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Table 2 
Budgetary revenues 
June April to June 
2001 2002 Change 2001-02 2002-03 Change 
($ millions) (%) ($ millions) (%) 
Income taxes 
Personal income tax Teo82 8,250 11.8 23,560 20,062 -14.8 
Corporate income tax Zod 2,194 -5.1 6,832 5,340 -21.8 
Other income tax revenue 243 242 -0.4 913 806 -11.7 
Total income tax 9,937 10,686 Tee) SM hts) 26,208 -16.3 
Employment insurance 
premium revenues 1,748 1729 -1.1 O27 5,240 -1.6 
Excise taxes and duties 
Goods and services tax 1,916 DAG 13.6 5,747 6,508 122 
Customs import duties 278 314 12.9 673 802 1 
Sales and excise taxes 794 783 -1.4 2,174 2,28) Dsl 
Air Travellers Security Charge 28 48 
Total excise taxes and duties 2,988 psoUe 10.5 8,594 9,643 122 
Total tax revenues 14,673 L719, Te 45,226 41,091 -9.] 
Non-tax revenues 676 910 34.6 2,048 2,141 4.5 
Total budgetary revenues 15,349 16,627 8.3 47,274 43,232 -8.6 


April to June 2002: budgetary results 


Over the first three months of fiscal year 2002-03, 
the budgetary surplus was estimated at $4.8 billion, 


compared to a surplus of $9.6 billion reported in 
the same period of 2001-02. This decline reflects 
lower budgetary revenues, largely attributable to 
developments related to the 2001 tax year, and 
higher program spending. In contrast, public debt 
charges were lower. 


Budgetary revenues were down $4.0 billion, or 
8.6 per cent, on a year-over-year basis. Among 
the major components: 


¢ Personal income tax collections declined 
$3.5 billion, or 14.8 per cent. Virtually all of 
this decline is attributable to lower final tax 
payments and higher refunds with respect to 
the 2001 tax year, reflecting weakness in the 
stock market and the associated lower net 


capital gains realizations. However, it should be 


noted that the results for the same period in 
2001 were affected by the extraordinary stock 
market gains in 2000, which resulted in record 
final tax settlement payments in April and 
May 2001. The results to date were also 
dampened by the impact of the tax reduction 
measures announced in the February 2000 
budget and October 2000 Economic Statement 
and Budget Update. Partially offsetting these 
impacts were higher taxes associated with 
increases in employment income. 


Corporate income tax revenues were down 
$1.5 billion, or 21.8 per cent. This is primarily 
attributable to higher refunds pertaining to 
previous years’ taxes paid. In addition, monthly 
instalment payments are lower as they are 
largely based on 2001 tax liabilities, a year in 
which corporate profits declined. 


EI premium revenues were down marginally, 
primarily due to the lower premium rates in 
effect for 2002. 
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Table 3 
Budgetary expenditures 


June April to June 
2001 2002 Change 2001-02 2002-03 Change 
($ millions) (%) ($ millions) (%) 
Transfer payments to: 
Persons 
Elderly benefits 2,050 2,184 6.5 6,204 6,562 5.8 
Employment insurance benefits 903 1,001 KO) 2001 3,472 PAW 
Total DSS) 3,185 UD 9,095 10,034 10.3 
Other levels of government 
Canada Health and Social Transfer 1,442 1,550 US AL SS) 4,650 Wes 
Fiscal transfers 1,057 1,056 -0.1 aE) 3,096 -0.1 
Alternative Payments for 
Standing Programs -200 -210 5.0 -600 -630 5.0 
Total 2,299 2,396 4.2 6,824 7,116 4.3 
Direct program spending 
Subsidies and other transfers 
Agriculture 152 7. -95.4 381 64 -83.2 
Foreign Affairs 141 88 -37.6 525 213 -34.5 
Health 75 82 8) 213 324 LS 
Human Resources Development 86 95 10.5 239 275 15a 
Indian and Northern Development HSS) 300 17.6 EAA 1,163 -0.7 
Industry and Regional Development 174 148 -14.9 326 Sly -2.8 
Veterans Affairs 123 137 11.4 366 418 14.2 
Other 196 197 0.5 684 520 -24.0 
Total 202 1,054 -12.3 3,765 3,294 -12.5 
Payments to Crown corporations 
Canadian Broadcasting Corporation 80 74 -7.5 320 332 3.8 
Canada Mortgage and Housing 
Corporation 158 159 0.6 474 A489 ayy 
Other 110 116 a) 439 476 8.4 
Total 348 349 0.3 15233 (207, ayy 
Operating and capital expenditures 
Defence 1,009 730 =D Tou 2,018 2107 4.4 
All other departmental expenditures 1635 eio)s) SES) 4.881 Seow 17.8 
Total 2,644 2555 -2.2 6,899 7,858 Si) 
Total direct program spending 4,194 3,988 -4.9 11,897 12,449 4.6 
Total program expenditures 9,446 9,569 3 27,816 29599 6.4 
Public debt charges Sed 5,022 -2.9 9,904 8,865 -10.5 
Total budgetary expenditures 125557 12,591 0.3 S/e720 38,464 2.0 
Memorandum item: 
Total transfers 6,454 6,635 2.8 19,684 20,444 3.9 
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¢ Excise taxes and duties increased by 
$1.0 billion, or 12.2 per cent, primarily 
reflecting higher GST revenues, customs 
import duties and the increases in tobacco 
excise taxes and duties. 


¢ Non-tax revenues were up 4.5 per cent. 


Program spending increased by $1.8 billion, or 
6.4 per cent, in the April to June 2002 period, 
compared to the same period last year. 


¢ Transfers to persons were up 10.3 per cent, 
reflecting both higher elderly and EI benefits. 


¢ Transfers to other levels of government were up 
4.3 per cent, attributable to higher cash transfers 
under the CHST. Entitlements under the fiscal 
transfer programs were virtually unchanged, 
primarily reflecting the timing of payments. 

¢ Direct program spending increased by 
4.6 per cent. During the first few months of 
the fiscal year, developments in this component 
are largely affected by the timing of payments. 


Public debt charges declined by $1.0 billion, or 
10.5 per cent, reflecting the impact of the lower 
average effective interest rate on the stock of debt. 


Financial requirement of $7.8 billion 
(excluding foreign exchange transactions) 
for April to June 2002 


The budgetary balance is presented on a modified 
accrual basis of accounting, recording government 
liabilities when they are incurred, regardless of 
when the cash payment is made. In addition, the 
budgetary balance includes only those activities 
over which the Government has legislative control. 


In contrast, financial requirements/source measures 
the difference between cash coming in to the 
Government and cash going out. Financial 
requirements/source differs from the budgetary 
balance as the former includes transactions in 
loans, investments and advances, federal 
employees’ pension accounts, other specified 
purpose accounts, and changes in other financial 
assets and liabilities. These activities are included 


as part of non-budgetary transactions. The 
conversion from accrual to cash is also reflected 
in non-budgetary transactions. 


Non-budgetary transactions resulted in a net 
requirement of $12.6 billion in the first three 
months of 2002-03, compared to a net requirement 
of $10.3 billion in the same period in 2001-02. 


As a result, with a budgetary surplus of 

$4.8 billion and a net requirement of $12.6 billion 
from non-budgetary transactions, there was a 
financial requirement (excluding foreign exchange 
transactions) of $7.8 billion in the April to 

June 2002 period, compared to a financial 
requirement of $0.8 billion in the same period 

last year. 


Net financial requirement of $9.0 billion 
for April to June 2002 


Foreign exchange transactions represent all 
transactions in international reserves held in the 
Exchange Fund Account (EFA). The objectives of 
the EFA are to provide general foreign currency 
liquidity for the Government and promote orderly 
conditions in the foreign exchange market. The 
EFA contains foreign currency investments, the 
Government’s gold holdings and assets related to 
Canada’s commitment to the International 
Monetary Fund (IMF). Increases in the level of 
the reserves through borrowings, contributions to 
the IMF, and/or selling of Canadian dollars 
represent a requirement. Conversely, decreases in 
the level of reserves represent a source of funds. 
Taking all of these factors into account, there was 
a net requirement of $1.3 billion in the first three 
months of 2002-03, compared to a net source 

of $0.3 billion in the same period in 2001-02. 


With a budgetary surplus of $4.8 billion, a net 
requirement of $12.6 billion from non-budgetary 
transactions and a net requirement of $1.3 billion 
from foreign exchange transactions, there was a 
net financial requirement of $9.0 billion in the 
April to June 2002 period, compared to a net 
requirement of $0.5 billion in the same period 
last year. 
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Table 4 
The budgetary balance and financial requirements/source 


June April to June 
2001 2002 2001-02 2002-03 


($ millions) 


Budgetary balance (deficit/surplus) DE TIGP? 4,036 9,554 4,768 
Loans, investments and advances 
Crown corporations ay) 62 232, va 
Other oD 63 38 93 
Total 144 125 265 170 
Specified purpose accounts 
Canada Pension Plan Account -670 -116 -443 155 
Superannuation accounts -302 -508 -496 -595 
Other -75 -112 -22 -166 
Total -1,047 -736 -961 -606 
Other transactions -6,984 -7,276 -9,652 =I 27s 
Total non-budgetary transactions -7,887 -7,887 -10,348 -12,559 
Financial requirements/source 
(excluding foreign exchange transactions) -5,095 -3,851 -794 1,19) 
Foreign exchange transactions 449 -607 312 -1,255 
Net financial balance -_ -4,646 -4,458 -482 -9,046 
Table 5 
Net financial balance and net borrowings 
. June April to June 
2001 2002 2001-02 2002-03 


($ millions) 
Net financial balance -4,.646 -4.458 -482 -9 046 


Net increase (+)/decrease (-) in borrowings 
Payable in Canadian dollars 


Marketable bonds -3,187 -3,897 -2,041 -6,053 
Canada Savings Bonds -86 -161 -166 -312 
Treasury bills -3,600 700 -4,600 8,700 
Other -4 -6 ZA ee 
Total -6,877 -3,364 -6,811 Ree: 
Payable in foreign currencies 
Marketable bonds 0 0 -1,576 0 
Notes and loans -4] -4] 
Canada bills =eZ 5, -55 -382 -249 
Canada notes 0 0 | ie 0 
Total -1,293 -55 2 ie -249 
Net change in borrowings =8 170 -3,419 -8,983 2.078 


Change in cash balance -12,816 -7,877 -9,465 -6,968 
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Table 6 
Condensed statement of assets and liabilities! 
March 31, 2002 June 30, 2002 Change 
($ millions) 
Liabilities 
Accounts payable, accruals and allowances 41,014 29206 -11,808 


Interest-bearing debt 
Pension and other accounts 


Public sector pensions 127,209 126,614 -595 
Canada Pension Plan (net of securities) 6,756 6,911 155 
Other pension and other accounts 7,454 7,288 -166 
Total pension and other accounts 141,419 140,813 -606 


Unmatured debt 
Payable in Canadian dollars 


Marketable bonds 293,865 287,791 -6,074 

Treasury bills 94,200 102,740 8,540 

Canada Savings Bonds Pe) Tf) 23,654 -105 

Other 3,390 3,383 -7 

Subtotal ANS 214 417,568 2,354 

Payable in foreign currencies 71,033 26,782 -251 

Total unmatured debt 442,247 444,350 2103 

Total interest-bearing debt 583,666 585,163 1,497 

Total liabilities 624,680 614,369 -10,311 

Assets 

Cash and accounts receivable 14,796 8,168 -6,628 

Foreign exchange accounts a uLo 53,374 [255 
Loans, investments and advances 

(net of allowances) 16,387 L6;217 -170 

Total assets 83,302 IAL IES) -5,543 

Accumulated deficit (net public debt) 541,378 536,610 -4,768 


! Assumes a fiscal balance of $6 billion for 2001-02. 
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Net borrowings up $2.1 billion 
for April to June 2002 


To finance this net financial requirement, the 
Government increased its holding of market debt 
by $2.1 billion to the end of June 2002 and 
lowered its cash balances by $7.0 billion to 

$5.0 billion. The level of cash balances varies 
from month to month based on a number of factors 
including periodic large debt maturities, which can 
be quite volatile on a monthly basis. 


For additional copies or subscription inquiries, please contact the Distribution Centre at (613) 995-2855. 
For other inquiries about this publication, contact Peter DeVries at (613) 996-7397. 

Also available on the Internet (including advance tentative release dates) at www.fin.gc.ca 
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Highlights 


July 2002: budgetary deficit of $128 million 


There was a budgetary deficit of $128 million in July 2002, compared to a surplus of $1.5 billion 
in July 2001.! Most of the year-over-year deterioration in the budgetary balance is attributable to 

higher corporate and personal income tax refunds, reflecting the lagged impact of the weakness in 
the economy in 2001, and increased program spending. Budgetary revenues declined $1.1 billion, 
while program spending increased by $0.8 billion. Public debt charges declined by $0.2 billion. 


April to July 2002: budgetary surplus of $4.6 billion 


The budgetary surplus is estimated at $4.6 billion for the April to July 2002 period, down $6.4 billion 
from the surplus of $11.0 billion reported in the same period of 2001-02. The decline in the 
year-over-year surplus is largely attributable to developments affecting personal and corporate income 
tax revenues with respect to the 2001 tax year. This decline was expected given the extraordinary net 
capital gains realizations in the 2000 tax year, which resulted in record high final income tax payments 
in April and May 2001, and the decline in the stock market in 2001, which resulted in higher refunds 
and lower settlement payments in April and May 2002. In addition, corporate income tax refunds are 
up significantly this year, as corporations are applying losses experienced in 2001 to taxes paid 

in previous years. 


On a year-over-year basis, the deterioration in the surplus over the first four months is attributable to 
lower budgetary revenues, down $5.1 billion, and higher program spending, up $2.6 billion, primarily 
reflecting the impact of previous budget measures. Public debt charges were down $1.3 billion due to 
the decline in the average effective interest rate on interest-bearing debt. 


Budgetary revenues in 2001-02 were affected by systems problems relating to personal income tax and goods and services 
tax (GST) refunds. This had the effect of overstating the April 2001 budgetary surplus and understating the surpluses in other 
months. This will have no impact on the final results for the year as a whole. The July 2001 surplus was originally estimated 
at $0.8 billion. 


July 2002: budgetary results * Corporate income tax revenues were down 
$0.9 billion, or 42.6 per cent, due to higher 


refunds relating to the overpayment of taxes 
in the past. 


Budgetary revenues declined $1.1 billion, or 
7.3 per cent, in July 2002 on a year-over-year basis. 


¢ Personal income tax revenues were down 
$0.3 billion, or 4.9 per cent, primarily due 
to higher tax refunds with respect to the 
2001 tax year. Partially offsetting this were 


¢ Employment insurance (EI) premium revenues 
were virtually unchanged, as the decline in 
premium rates (the employee rate for 2002 is 
$2.20 per $100 of insurable earnings compared 


pusher Se nons ron Se Oe Me ES to $2.25 in 2001) offset the impact of the 
attributable to the strong growth in 


employment since the beginning of the year. 


growth in the number of people employed 
and BON suet: premiums. 


| Eyre ; e rea] 
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Table | 
Summary statement of transactions 


July April to July 


2001 2002 2001-02 2002-03 


Budgetary transactions 


($ millions) 


Revenues 

Program spending 

Operating surplus 

Public debt charges 

Budgetary balance (deficit/surplus) 


Non-budgetary transactions 


Financial requirements/source 
(excluding foreign exchange transactions) 


Foreign exchange transactions 
Net financial balance 

Net change in borrowings 

Net change in cash balances 


Cash balance at end of period 


14,568 13509 61,841 56,743 
-9,74] - 10,549 -37,557 -40,148 
4.827 2,960 24,284 loss 
-3,345 -3,088 -13,250 -11,952 
1,482 -128 11,034 4,643 
341 448 - 10,009 “1251 
15823 520 1,025 -7,474 
-443 1,364 -131 109 
1,380 1,684 894 -7,365 
-1,589 -3,709 -10,573 -1,629 
-209 -2,025 -9,679 -8,994 
3,499 23959) 


Note: Positive numbers indicate a net source of funds. Negative numbers indicate a net requirement for funds. 
Monthly estimates for 2001-02 have been revised from those previously published. 


¢ Excise taxes and duties were up $0.2 billion, 


or 5.1 per cent, primarily attributable to a strong 
gain in GST revenues, reflecting both increases 


in gross collections and lower refunds. 


¢ Non-tax revenues were down sharply, 
reflecting the timing of receipts. They were up 
sharply in June. 


On a year-over-year basis, program spending 
increased by $0.8 billion, or 8.3 per cent, with 
increases recorded in all major components. 


¢ Transfers to persons were up 6.5 per cent. 
Elderly benefits increased 2.0 per cent. This 
year-over-year increase 1s somewhat lower 
than expected, reflecting the timing of 
payments. The increase of 15.7 per cent in 


¢ Transfers to other levels of government were 


up 4.2 per cent, reflecting higher cash transfers 
under the Canada Health and Social Transfer 
(CHST). This increase reflects the September 
2000 agreement reached by first ministers to 
increase base funding from $17.3 billion in 
2001-02 to $18.6 billion in 2002-03. 


Direct program spending, consisting of total 
program spending less transfers to persons 
and other levels of government, increased by 
11.8 per cent, after declining by 4.9 per cent 
in June. The monthly fluctuations in this 
component are due in large part to the 
timing of payments. 


Public debt charges, on a year-over year basis, 


EI benefits was attributable to both higher 
regular benefits, reflecting an increase 

in the number of beneficiaries, and 
program enhancements. — 


declined 7.4 per cent, solely attributable to a 
decrease in the average effective interest rate, 


as the stock of interest-bearing debt was 


slightly higher. 
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Table 2 
Budgetary revenues 
July April to July 
2001 2002 Change 2001-02 2002-03 Change 
| ($ millions) (%) ($ millions) (%) 
Income taxes 
Personal income tax 6,358 6,048 -4.9 29,917 26,110 AN eT 
Corporate income tax 2,028 1,164 -42.6 8,859 6,504 -26.6 
Other income tax revenue 291 363 24.1 1,203 1,168 -2.9 
Total income tax 8,677 WSIE 21259) 39,979 33/82 -15.5 
Employment insurance 
premium revenues 1,654 1,647 -0.4 6,981 6,887 -1.3 
Excise taxes and duties 
Goods and services tax 2,364 225 6.8 8,111 9,035 1164 
Customs import duties 250 230 -8.0 923 1,032 11.8 
Sales and excise taxes 784 781 -0.4 2,959 3,066 3.6 
Air Travellers Security Charge 34 82 
Total excise taxes and duties 3,398 3.5/0 Bel 11,993 P3215 10.2 
Total tax revenues 13,729 12,792 -6.8 58,953 53,885 -8.6 
Non-tax revenues 839 WAG -14.5 2,888 2,859 -1.0 
Total budgetary revenues 14,568 13,509 =I 61,841 56,743 -8.2 


April to July 2002: budgetary results 


Over the first four months of fiscal year 2002-03, 
the budgetary surplus is estimated at $4.6 billion, 
compared to a surplus of $11.0 billion reported in 
the same period of 2001-02. This decline reflects 
lower budgetary revenues, largely attributable to 
developments related to the 2001 tax year, and 
higher program spending. In contrast, public debt 
charges were lower. 


Over the first four months of 2002-03, 
budgetary revenues were down $5.1 billion, 
or 8.2 per cent, on a year-over-year basis. 
Among the major components: 


¢ Personal income tax collections declined 
$3.8 billion, or 12.7 per cent. Virtually all 
of this decline is attributable to lower final tax 
payments and higher refunds with respect to the 
2001 tax year, reflecting weakness in the stock 
market and the associated lower net capital 
gains realizations. However, it should be noted 


that the results for the same period in 2001 were 
affected by the extraordinary stock market gains 
in 2000, which resulted in record final tax 
settlement payments in April and May 2001. 
The results to date were also dampened by the 
impact of the tax reduction measures announced 
in the February 2000 budget and October 2000 
Economic Statement and Budget Update. 
Partially offsetting these impacts were higher 
taxes associated with increases in 

employment income. 


Corporate income tax revenues were down 
$2.4 billion, or 26.6 per cent. This is primarily 
attributable to higher refunds pertaining to 
previous years’ taxes paid. In addition, monthly 
instalment payments are lower as they are 
largely based on 2001 tax liabilities, a year 

in which corporate profits declined. 


EI premium revenues were down marginally, 
primarily due to the lower premium rates in 
effect for 2002. 
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Table 3 
Budgetary expenditures ; 
July April to July 
2001 2002 Change 2001-02 2002-03 Change 
($ millions) (%) ($ millions) (%) 
Transfer payments to: 
Persons 
Elderly benefits 2,103 DAS 2.0 8,306 8,706 48 
Employment insurance benefits 1,035 1,198 heed 5,926 4.671 19.0 
Total 3,138 3,343 6.5 125232 1330 9.4 
Other levels of government 
Canada Health and Social Transfer 1,442 1,550 Ve 7167 6,200 TS 
Fiscal transfers 1,045 1,042 -0.3 4,143 4,137 -0.1 
Alternative Payments for 
Standing Programs -200 -210 5.0 -800 -84] aes 
Total 2,201 2382 4.2 9,110 9,496 4.2 
Direct program spending 
Subsidies and other transfers 
Agriculture 4] a Ike 422 107 -74.6 
Foreign Affairs 77, 208 Be) 503 42] -16.3 
Health 121] 175 44.6 394 499 26.6 
Human Resources Development 125 96 -22.0 362 ail 25 
Indian and Northern Development 326 305 -6.4 1,496 1,468 -1.9 
Industry and Regional Development 104 136 30.8 430 453 a 
Veterans Affairs 127 142 11.8 493 561 13.8 
Other 2 118 712.0 710 641 -9.7 
Total 1,044 1,224 72 4,810 4,521 -6.0 
Payments to Crown corporations 
Canadian Broadcasting Corporation 80 7 -6.3 400 407 1.8 
Canada Mortgage and Housing 
Corporation 158 [33 -3.2 632 642 1.6 
Other 136 194 42.6 574 670 16.7 
Total 374 422 12.8 1,606 ane EO 
Operating and capital expenditures 
Defence 808 911 PS PERSON 3,020 6.8 
All other departmental expenditures 2,090 DZD | 8.5 C072 8,015 15.0 
Total 2,898 3,178 o7 0799 11,035 12.6 
Total direct program spending 4,316 4,824 11.8 Keres eS 6.5 
Total program expenditures 9,741 10,549 8.3 Soa 40,148 6.9 
Public debt charges 3,345 3,096 -7.4 13,250 Begs? -9.8 
Total budgetary expenditures 13,086 13,645 4.3 50,807 52,100 2 
Memorandum item: 
Total transfers 6,469 6,949 7.4 26,152 27,394 4.7 


The Fiscal Monitor 


e Excise taxes and duties increased by 
$1.2 billion, or 10.2 per cent, primarily 
reflecting higher GST revenues, customs 
import duties and tobacco excise taxes 
and duties, and the introduction of the 
Air Travellers Security Charge. 


e Non-tax revenues were down 1.0 per cent. 


Over the first four months of 2002-03, program 
spending increased by $2.6 billion, or 6.9 per cent, 
in the April to July 2002 period, compared to 

the same period last year. 


¢ Transfers to persons were up 9.4 per cent, 
reflecting both higher elderly and EI benefits. 


¢ Transfers to other levels of government were up 
4.2 per cent, attributable to higher cash transfers 
under the CHST. Entitlements under the fiscal 
transfer programs were virtually unchanged, 
primarily reflecting the timing of payments. 


¢ Direct program spending increased by 
6.5 per cent. During the first few months of the 
fiscal year, developments in this component are 
largely affected by the timing of payments. 


Public debt charges declined by $1.3 billion, or 
9.8 per cent, reflecting the impact of the lower 
average effective interest rate on the stock of debt. 


Financial requirement of $7.5 billion 
(excluding foreign exchange transactions) 
for April to July 2002 


The budgetary balance is presented on a modified 
accrual basis of accounting, recording government 
liabilities when they are incurred, regardless of 
when the cash payment is made. In addition, the 
budgetary balance includes only those activities 
over which the Government has legislative control. 


In contrast, financial requirements/source 
measures the difference between cash coming in 
to the Government and cash going out. Financial 
requirements/source differs from the budgetary 
balance as the former includes transactions 

in loans, investments and advances, federal 
employees’ pension accounts, other specified 
purpose accounts, and changes in other financial 


assets and liabilities. These activities are included 
as part of non-budgetary transactions. The 
conversion from accrual to cash is also reflected 
in non-budgetary transactions. 


Non-budgetary transactions resulted in a net 
requirement of $12.1 billion in the first four 
months of 2002-03, compared to a net requirement 
of $10.0 billion in the same period in 2001-02. 


As a result, with a budgetary surplus of 

$4.6 billion and a net requirement of $12.1 billion 
from non-budgetary transactions, there was a 
financial requirement (excluding foreign exchange 
transactions) of $7.5 billion in the April to 

July 2002 period, compared to a financial source 
of $1.0 billion in the same period last year. 


Net financial requirement of $7.4 billion 
for April to July 2002 


Foreign exchange transactions represent all 
transactions in international reserves held in the 
Exchange Fund Account (EFA). The objectives of 
the EFA are to provide general foreign currency 
liquidity for the Government and promote orderly 
conditions in the foreign exchange market. The 
EFA contains foreign currency investments, the 
Government’s gold holdings and assets related 

to Canada’s commitment to the International 
Monetary Fund (IMF). Increases in the level of the 
reserves through borrowings, contributions to the 
IMF, and/or selling of Canadian dollars represent a 
requirement. Conversely, decreases in the level of 
reserves represent a source of funds. Taking all of 
these factors into account, there was a net source 
of $0.1 billion in the first four months of 2002-03, 
compared to a net requirement of $0.1 billion in 
the same period in 2001-02. 


With a budgetary surplus of $4.6 billion, a net 
requirement of $12.1 billion from non-budgetary 
transactions and a net source of $0.1 billion from 
foreign exchange transactions, there was a net 
financial requirement of $7.4 billion in the 

April to July 2002 period, compared to a net 
source of $0.9 billion in the same period last year. 
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Table 4 


The budgetary balance and financial requirements/source 


July April to July 
2001 2002 2001-02 2002-03 
($ millions) 
Budgetary balance (deficit/surplus) 1,482 -128 11,034 4,643 
Loans, investments and advances 
Crown corporations -16 i 217 84 
Other -26 -7 y 86 
Total -42 224 170 
Specified purpose accounts 
Canada Pension Plan Account -418 -759 -861 -603 
Superannuation accounts 50 79 -446 -516 
Other qa D3) ae) -140 
Total -291 -655 -1,254 -1,259 
Other transactions 674 1,103 -8,979 -11,028 
Total non-budgetary transactions 341 448 -10,009 -12,117 
Financial requirements/source 
(excluding foreign exchange transactions) 1,823 320 1,025 -7,474 
Foreign exchange transactions -443 1,364 -131 109 
Net financial balance 1,380 1,684 894 -7,365 
Table 5 
Net financial balance and net borrowings 
July April to July 
2001 2002 2001-02 2002-03 
($ millions) 
Net financial balance 1,380 1,684 894 -7,368 
Net increase (+)/decrease (-) in borrowings 
Payable in Canadian dollars 
Marketable bonds 400 -29 -1,641 -6,081 
Canada Savings Bonds -70 -9] -236 -403 
Treasury bills -1,500 -1,850 -6,100 6,850 
Other 0 0 Zh -8 
Total -1,170 -1,970 -7,981 358 
Payable in foreign currencies 
Marketable bonds (0) =1.594 S576 -1,594 
Notes and loans 0 -4] 
Canada bills -419 -144 -802 -393 
Canada notes ) 0 S18 0 
Total -419 -1,738 -2,592 -1,987 
Net change in borrowings -1,589 -3,708 -10,573 -1,629 


Change in cash balance -209 -2,024 -9,679 -8,994 
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Table 6 
Condensed statement of assets and liabilities! 
March 31, 2002 July 31, 2002 Change 
($ millions) 
Liabilities 
Accounts payable, accruals and allowances 41,014 30,301 -10,713 


Interest-bearing debt 
Pension and other accounts 


Public sector pensions 127,209 126,693 -516 
Canada Pension Plan (net of securities) 6,756 G:153 -603 
Other pension and other accounts 7,454 7,314 -140 
Total pension and other accounts 141,419 140,160 AWE 


Unmatured debt 
Payable in Canadian dollars 


Marketable bonds 293,865 287,763 -6,102 

Treasury bills 94,200 100,890 6,690 

Canada Savings Bonds 23,199 Die .B\ 6 -196 

Other 3,390 3,383 -7 

Subtotal 415,214 415,599 385 

Payable in foreign currencies 27,035 25,044 -1,989 

Total unmatured debt 442,247 440,643 -1,604 

Total interest-bearing debt 583,666 580,803 -2,863 

Total liabilities 624,680 611,104 -13,576 

Assets 

Cash and accounts receivable 14,796 6,142 -8,654 

Foreign exchange accounts S219 52,010 -109 
Loans, investments and advances 

(net of allowances) 16,387 6217, -170 

Total assets 83,302 74,369 -8,933 

Accumulated deficit (net public debt) 541,378 936,735 -4,643 


; Assumes a fiscal balance of $6 billion for 2001-02. 
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Net borrowings down $1.6 billion 
for April to July 2002 


To finance this net financial requirement, 

the Government reduced it cash balances by 

$9.0 billion, which also allowed it to reduce its 
holding of market debt by $1.6 billion to the end 
of July 2002. The level of cash balances varies 
from month to month based on a number of factors 
including periodic large debt maturities, which 

can be quite volatile on a monthly basis. 
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Highlights 


August 2002: budgetary deficit of $4 million 


There was a budgetary deficit of $4 million in August 2002, compared to a surplus of $388 million 

in August 2001. The year-over-year deterioration in the budgetary balance was attributable to lower 
budgetary revenues (down $472 million), primarily due to higher corporate income tax refunds, and 
higher program spending (up $495 million). Partially offsetting the impact of these factors were lower 
public debt charges (down $575 million). © 


April to August 2002: budgetary surplus of $4.6 billion 


The budgetary surplus is estimated at $4.6 billion for the April to August 2002 period, down $6.8 billion 
from the surplus of $11.4 billion reported in the same period of 2001-02. The decline in the 
year-over-year surplus is largely attributable to developments affecting personal and corporate 

income tax revenues with respect to the 2001 tax year. This deterioration reflects the decline in the stock 
market in 2001, which resulted in higher refunds and lower settlement payments in April and May 2002, 
and higher corporate income tax refunds, as corporations are applying losses experienced in 2001 to 
taxes paid in previous years. 


On a year-over-year basis, the deterioration in the surplus over the first five months was attributable to 
_ lower budgetary revenues, down $5.6 billion, and higher program spending, up $3.1 billion, primarily 
- reflecting the impact of previous budget measures. Public debt charges were down $1.9 billion due 

to the decline in the average effective interest rate on interest-bearing debt. 


August 2002: budgetary results losses to taxes paid in previous years. 
In addition, monthly instalments for the current 


fe tary revenues declined $472 million, year’s tax liability are somewhat lower. 


or 3.5 per cent, in August 2002 on a 


year-over-year basis. ¢ Employment insurance (EI) premium revenues 


were up slightly, as the impact of the growth in 
the number of people employed and therefore 


P i mesa O12) ite cent siete aed BY paying premiums is offsetting the effect of the 
ANS ee ATMA CS aan Be decline in premium rates (the employee rate for 


year. Despite the strong growth in employment 2002 is $2.20 per $100 of insurable earnings 


since the beginning of the year, monthly compared to $2.25 in 2001). 
deductions from employment income were 


virtually unchanged. 


¢ Personal income tax revenues were down 


¢ Excise taxes and duties were up strongly 
($570 million or 18.1 per cent). However, most 
of the increase was attributable to delays in the 
processing of goods and services tax (GST) 


* Corporate income tax revenues were down 
$0.9 billion, or 45.8 per cent, primarily due to 
higher refunds relating to the application of 


Canada 


| eek Department of Finance Ministere des Finances 
Canada Canada 
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Table | 
Summary statement of transactions 


August April to August 


2001 2002 2001-02 2002-03 


Budgetary transactions 
Revenues 


Program spending 

Operating surplus 

Public debt charges 

Budgetary balance (deficit/surplus) 
Non-budgetary transactions 


Financial requirements/source 
(excluding foreign exchange transactions) 


Foreign exchange transactions 
Net financial balance 

Net change in borrowings 

Net change in cash balances 


Cash balance at end of period 


($ millions) 


13,3297 125825 (eyiey! 69,567 
-9,556 -10,051 -47,112 -50,201 
3,741 2,774 28,025 19,366 
-3,353 -2,778 - 16,603 -14,730 
388 -4 11,422 4,636 
463 -83 -9,548 -12,200 
851 -87 1,874 -7,564 
-1,022 -682 -1,153 -573 
-171 -769 1p -8,137 
3/6) 5,743 -4,806 4,115 
5,590 4,974 -4,085 -4,022 
O007 pepe! 


Note: Positive numbers indicate a net source of funds. Negative numbers indicate a net requirement for funds. 
Monthly estimates for 2001-02 have been revised from those previously published. 


refunds, which should be corrected in future 

months, thereby bringing the overall growth 

in net GST revenues more in line with its tax 
base — consumer expenditures. 


¢ Non-tax revenues were down, reflecting the 
timing of receipts. 


On a year-over-year basis, program spending 
increased by $495 million, or 5.2 per cent, with 
increases recorded in all major components. 


e Transfers to persons were up 3.7 per cent. 
Elderly benefits increased 5.2 per cent while 
EI benefits were up marginally, the latter 
reflecting the timing of payments. A larger 
increase in EJ] benefits was expected given 
the increase in the number of beneficiaries 
and the impact of previously enacted 
program enhancements. 


¢ Transfers to other levels of government were up 
4.2 per cent, reflecting higher cash transfers 
under the Canada Health and Social Transfer 
(CHST). This increase reflects the September 
2000 agreement reached by first ministers to 
increase base funding from $17.3 billion in 
2001-02 to $18.6 billion in 2002-03. 


e Direct program spending, consisting of total 
program spending less transfers to persons 
and other levels of government, increased 
by 6.8 per cent. The monthly fluctuations in 
this component are due in large part to the 
timing of payments. 


Public debt charges, on a year-over-year basis, 
declined $575 million, or 17.1 per cent. This 
decline reflects both amortization adjustments 
relating to previous periods and a decrease in the 
average effective interest rate. The stock of 
interest-bearing debt was slightly higher. 
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Table 2 
Budgetary revenues 
August April to August 
2001 2002 Change 2001-02 2002-03 Change 
($ millions) (%) ($ millions) (%) 
Income taxes 
Personal income tax a) / she 5,642 -2.0 55,075 S152 -11.0 
Corporate income tax LOZ 1,069 -45.8 10,831 [hey i) -30.1 
Other income tax revenue 258 264 23 1,462 1432 -2.1 
Total income tax 7,988 6,975 -12.7 47,968 40,757 -15.0 
Employment insurance 
premium revenues 1,492 SLO 1.6 8,473 8,402 -0.8 
Excise taxes and duties 
Goods and services tax 1,997 Zee 26.3 10,109 Lor 14.3 
Customs import duties 281 306 8.9 1,204 1,338 it 
Sales and excise taxes 864 848 -1.9 3,823 3,916 2.4 
Air Travellers Security Charge 36 119 
Total excise taxes and duties 3,142 5,112 18.1 15,136 16,930 11.9 
Total tax revenues 12622 12°203 -3,3 Lit? 66,089 -7.7 
Non-tax revenues 675 622 -7.9 3,560 3,478 -2.3 
Total budgetary revenues 13,297) 12,825 -3.5 WORTH 69,567 -7.4 


April to August 2002: budgetary results 


Over the first five months of fiscal year 2002-03, 


the budgetary surplus was estimated at $4.6 billion, 


compared to a surplus of $11.4 billion reported in 
the same period of 2001-02. This decline reflects 
lower budgetary revenues, largely attributable to 
developments related to the 2001 tax year, and 
higher program spending. In contrast, public debt 
charges were lower. 


Over the first five months of 2002-03, budgetary 
revenues were down $5.6 billion, or 7.4 per cent, 
on a year-over-year basis. Among the major 
components: 


Personal income tax collections declined 

$3.9 billion, or 11.0 per cent. Virtually all of 
this decline is attributable to lower final tax 
payments and higher refunds with respect to the 
2001 tax year, reflecting weakness in the stock 
market and the associated lower net capital 
gains realizations. However, it should be noted 


that the results for the same period in 2001 were 
affected by the extraordinary stock market gains 
in 2000, which resulted in record final tax 
settlement payments in April and May 2001. 
The results to date were also dampened by the 
impact of the tax reduction measures announced 
in the February 2000 budget and October 2000 
Economic Statement and Budget Update. 
Partially offsetting these impacts were 

higher taxes associated with increases in 
employment income. 


Corporate income tax revenues were down 
$3.3 billion, or 30.1 per cent. This is primarily 
attributable to higher refunds pertaining to 
previous years’ taxes paid. In addition, monthly 
instalment payments are lower as they are 
largely based on 2001 tax liabilities, a year in 
which corporate profits declined. 


EI premium revenues were down marginally, 
primarily due to the lower premium rates in 
effect for 2002. 
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Table 3 
Budgetary expenditures 


August April to August 
2001 2002 Change 2001-02 2002-03 Change 
($ millions) (%) ($ millions) (%) 
Transfer payments to: 
Persons 
Elderly benefits 2,074 2,182 Ee 10,380 10,888 4.9 
Employment insurance benefits 1,004 1,010 0.6 4,929 5,680 Laz 
Total 3,078 B92 ao) 15,309 16,568 S22 
Other levels of government 
Canada Health and Social Transfer 1,442 15550 fe 7,208 (‘IB fhe 
Fiscal transfers 1,045 1,042 -0.3 5,190 5,180 -0.2 
Alternative Payments for 
Standing Programs -200 -210 20) -1,000 -1,051 Sal 
Total 2287 aooe 4.2 11,398 LES 79 4.2 
Direct program spending 
Subsidies and other transfers 
Agriculture 22 78 254.5 445 185 -58.4 
Foreign Affairs ZS 101 Sieh 525 523 -0.4 
Health 76 61 -19.7 470 560 [om 
Human Resources Development 111 146 iP) 473 517 oD 
Indian and Northern Development 284 302 one) 1,780 eG /FAe) -0.6 
Industry and Regional Development 166 165 -0.6 595 618 39 
Veterans Affairs 127 139 9.4 620 699 oe 
Other 132 187 41.7 843 828 -1.8 
Total 941 iio 25:3 Se | 5,700 -0.9 
Payments to Crown corporations 
Canadian Broadcasting Corporation 85 TS -11.8 485 482 -0.6 
Canada Mortgage and Housing 
Corporation 158 149 -5.7 790 791 0.1 
Other 130 126 -3.1 705 797 13.0 
Total 373 350 -6.2 1,980 2,070 4.5 
Operating and capital expenditures 
Defence 669 761 13.8 3,496 3,780 8.1 
All other departmental expenditures 2,208 2,187 -1.0 9,178 10,204 {tr 
Total 2390). 2,948 DS 12,674 13,984 10.3 
Total direct program spending 4,191 4,477 6.8 20,405 21,754 6.6 
Total program expenditures 9,556 10,051 De AT U2 50,201 6.6 
Public debt charges 3,353 2118 -17.1 16,603 14,730 -11.3 
Total budgetary expenditures 12,909 12,829 -0.6 63,715 64,931 1.9 
Memorandum item: 
Total transfers 6,306 6:753 al 32,458 34,147 55 a 


e Excise taxes and duties increased by 
$1.8 billion, or 11.9 per cent, primarily 
reflecting higher GST revenues, customs 
import duties and tobacco excise taxes and 
duties, and the introduction of the Air Travellers 
Security Charge. As noted above, part of this 
increase was attributable to delays in the 
processing of GST refunds. 


¢ Non-tax revenues were down 2.3 per cent. 


Program spending increased by $3.1 billion, or 
6.6 per cent, in the April to August 2002 period, 
compared to the same period last year. 


e Transfers to persons were up 8.2 per cent, 
reflecting both higher elderly and EI benefits. 


¢ Transfers to other levels of government were up 
4.2 per cent, attributable to higher cash transfers 
under the CHST. Entitlements under the fiscal 
transfer programs were virtually unchanged, 
primarily reflecting the timing of payments. 

e Direct program spending increased by 
6.6 per cent. During the first few months of the 
fiscal year, developments in this component 
are largely affected by the timing of payments 
and the implementation of initiatives announced 
in the December 2001 budget. 


Public debt charges declined by $1.9 billion, or 
11.3 per cent, reflecting the impact of the lower 
average effective interest rate on the stock of debt. 


Financial requirement of $7.6 billion 
(excluding foreign exchange transactions) 
for April to August 2002 


The budgetary balance is presented on a modified 
accrual basis of accounting, recording government 
liabilities when they are incurred, regardless of 
when the cash payment is made. In addition, the 
budgetary balance includes only those activities 
over which the Government has legislative control. 


In contrast, financial requirements/source 
measures the difference between cash coming 
in to the Government and cash going out. 
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Financial requirements/source differs from 

the budgetary balance as the former includes 
transactions in loans, investments and advances, 
federal employees’ pension accounts, other 
specified purpose accounts, and changes in other 
financial assets and liabilities. These activities are 
included as part of non-budgetary transactions. 
The conversion from accrual to cash is also 
reflected in non-budgetary transactions. 


Non-budgetary transactions resulted in a net 
requirement of $12.2 billion in the first five 
months of 2002-03, compared to a net requirement 
of $9.5 billion in the same period in 2001-02. 


As a result, with a budgetary surplus of 

$4.6 billion and a net requirement of $12.2 billion 
from non-budgetary transactions, there was 

a financial requirement (excluding foreign 
exchange transactions) of $7.6 billion in the April 
to August 2002 period, compared to a financial 
source of $1.9 billion in the same period last year. 


Net financial requirement of $8.1 billion 
for April to August 2002 


Foreign exchange transactions represent all 
transactions in international reserves held in the 
Exchange Fund Account (EFA). The objectives of 
the EFA are to provide general foreign currency 
liquidity for the Government and promote orderly 
conditions in the foreign exchange market. The 
EFA contains foreign currency investments, the 
Government’s gold holdings and assets related 

to Canada’s commitment to the International 
Monetary Fund (IMF). Increases in the level of 
the reserves through borrowings, contributions 

to the IMF, and/or selling of Canadian dollars 
represent a requirement. Conversely, decreases in 
the level of reserves represent a source of funds. 
Taking all of these factors into account, there 

was a net requirement of $0.6 billion in the first 
five months of 2002-03, compared to a net 
requirement of $1.2 billion in the same period 

in 2001-02. 
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Table 4 


The budgetary balance and financial requirements/source 


August April to August 
2001 2002 2001-02 2002-03 
($ millions) 
Budgetary balance (deficit/surplus) 388 -4 11,422 4,636 
Loans, investments and advances 
Crown corporations 31 12 248 95 
Other 15 60 22 148 
Total 46 i. 270 243 
Specified purpose accounts 
Canada Pension Plan Account -334 -216 -1,196 -820 
Superannuation accounts -22 146 -466 -370 
Other -15 12 39 -128 
Total -371 -58 -1,623 -1,318 
Other transactions 788 -97 -8,195 -113}2¢ 
Total non-budgetary transactions 463 -83 -9,548 -12,200 
Financial requirements/source 
(excluding foreign exchange transactions) 851 -87 1,874 -7,564 
Foreign exchange transactions -1,022 -682 =1,153 -573 
Net financial balance -171 -769 TPA -8,137 
Table 5 
Net financial balance and net borrowings 
August April to August 
2001 2002 2001-02 2002-03 
($ millions) 
Net financial balance -171 -769 eA -8,137 
Net increase (+)/decrease (-) in borrowings 
Payable in Canadian dollars 
Marketable bonds 4,350 5,214 2,709 -867 
Canada Savings Bonds -75 -76 -311 -478 
Treasury bills 1,700 600 -4,400 7,450 
Other -| 0 -6 -8 
Total 5,974 D138 -2,008 6,097 
Payable in foreign currencies 
Marketable bonds 0 0) -1,576 -1,594 
Notes and loans 0 EAI 
Canada bills -207 5 -1,008 -388 
Canada notes 0 0 -173 0 
Total -207 5 -2,798 -1,982 
Net change in borrowings 5,767 DTS -4,806 4,115 
Change in cash balance 5,596 4,974 -4.085 -4,022 


The Fiscal Monitor 


Table 6 
Condensed statement of assets and liabilities 
March 31, 2002 August 31, 2002 Change 
($ millions) 
Liabilities 
Accounts payable, accruals and allowances 40,679 29,869 -10,810 


Interest-bearing debt 
Pension and other accounts 


Public sector pensions 126,921 Asya) -370 
Canada Pension Plan (net of securities) 6,770 5,950 -820 
Other pension and other accounts 7,469 7,341 -128 
Total pension and other accounts 141,160 139,842 -1,318 


Unmatured debt 
Payable in Canadian dollars 


Marketable bonds 293,843 292,955 -888 

Treasury bills 94,039 101,329 7,290 

Canada Savings Bonds 23,966 23,695 -271 

Other 3,391 3,384 -7 

Subtotal 415,239 421,363 6,124 

Payable in foreign currencies 2032 25,048 -1,984 

Total unmatured debt AAD DTA 446,411 4,140 

Total interest-bearing debt Doo 458 586,253 2.022 

Total liabilities 624,110 616,122 -7,988 

Assets 

Cash and accounts receivable 16,829 13,147 -3,682 

Foreign exchange accounts 52,046 52,619 ays 
Loans, investments and advances 

(net of allowances) 18,746 18,503 -243 

Total assets 87,621 84,269 <Bysioys 


Accumulated deficit (net public debt) 536,489 531,853 -4,636 
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With a budgetary surplus of $4.6 billion, a net 
requirement of $12.2 billion from non-budgetary 
transactions and a net requirement of $0.6 billion 
from foreign exchange transactions, there was 

a net financial requirement of $8.1 billion in 

the April to August 2002 period, compared to a 
net source of $0.7 billion in the same period 

last year. 


Net borrowings up $4.1 billion 
for April to August 2002 


To finance this net financial requirement of 

$8.1 billion, the Government reduced it cash 
balances by $4.0 billion and increased its holding 
of market debt by $4.1 billion to the end of 
August 2002. The level of cash balances varies 
from month to month based on a number of 
factors including periodic large debt maturities, 
which can be quite volatile on a monthly basis. 
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Highlights 


September 2002: budgetary surplus of $3.1 billion 


There was a budgetary surplus of $3.1 billion in September 2002, compared to a surplus of $2.8 billion 
in September 2001. Large surpluses have traditionally been recorded in the month of September, 
primarily reflecting the inclusion of quarterly personal income tax instalment payments. However, the 
current results are also affected by stronger-than-expected goods and services tax (GST) revenue growth, 
which has increased at a faster rate than the growth in the applicable tax base, attributable primarily to 

a decline in GST refunds. Since GST refunds traditionally closely mirror developments in gross 
collections, net GST revenues, and hence the budgetary surplus, may be somewhat overstated in the 
year-to-date results. 


Budgetary revenues were up $1.0 billion on a year-over-year basis, with virtually all of the improvement 
attributable to higher GST revenues. Program spending was up $0.9 billion, while public debt charges 
declined $0.3 billion. 


April to September 2002: budgetary surplus of $7.8 billion 

The budgetary surplus is estimated at $7.8 billion for the April to September 2002 period, down 

$6.4 billion from the surplus of $14.2 billion reported in the same period of 2001-02. The decline in the 
year-over-year surplus is largely attributable to developments affecting personal and corporate income 
tax revenues with respect to the 2001 tax year. This deterioration reflects the decline in the stock market 
in 2001, which resulted in higher refunds and lower settlement payments in April and May 2002, and 
higher corporate income tax refunds, as corporations are applying losses experienced in 2001 to taxes 
paid in previous years. 


It is expected that over the balance of the year, GST refunds will more closely reflect with gross 
collections, bringing net GST revenues more in line with the growth in the applicable GST tax base. 
Taking this into account, the results to date are consistent with the estimated budgetary surplus for the 
year as a whole of $4.0 billion presented in the October 30 Economic and Fiscal Update. 


Monthly surplus and deficit Revenues and expenditures 
ste (April to September 2002) 
$ billions 
5 [—] 2001-02 ll 2002-03 $ billions 
Expenditures 
Other revenues 
Corporate Other direct. 
income tax program spending 
El premiums 


Transfers 
~ to governments 


Excise taxes 


and duties Operating | 


~*~ and capi 


Public debt 
“charges 


_ Personal 4 
income tax 


Transfers 
™ to persons 


April May June July Aug. Sept. Oct. Nov. Dec. Jan. Feb. March Supp. 


pee Department of Finance Ministere des Finances Canada 


Canada Canada 
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Table 1 
Summary statement of transactions 


Budgetary transactions 


Revenues 

Program spending 

Operating surplus 

Public debt charges 

Budgetary balance (deficit/surplus) 


Non-budgetary transactions 


Financial requirements/source 


(excluding foreign exchange transactions) 


Foreign exchange transactions 


Net financial balance 


Net change in borrowings 


Net change in cash balances 


Cash balance at end of period 


September April to September 
2001 2002 2001-02 2002-03 


($ millions) 


15 di 16,131 90,253 85,696 
-9,168 -10,061 -56,278 -60,261 
5,949 6,070 S007) 25,435 
-3,198 -2,935 -19,801 -17,665 
Zio 33135 14,174 L110 
-458 -1,390 -9,999 -13,588 
25293 1,745 4,175 -5,818 
1,652 Vea) 499 698 
3,945 3,016 4,674 -5,120 
-9,449 -7,018 -14,254 -2.904 
-5,504 -4,002 -9,580 -8,024 
359) 3,924 


Note: Positive numbers indicate a net source of funds. Negative numbers indicate a net requirement for funds. 
Estimates for 2001-02 have been revised from those previously published. 


September 2002: budgetary results 


On a year-over-year basis, the budgetary surplus 
increased by $0.4 billion to $3.1 billion in 
September 2002. Budgetary revenues increased 
$1.0 billion, or 6.7 per cent, in September 2002 
on a year-over-year basis, with virtually all of the 
increase attributable to higher GST revenues. 


Personal income tax revenues were down 

$0.1 billion, or 1.3 per cent, primarily due to 
lower tax remittances from quarterly filers, 
which more than offset higher monthly 
deductions from employment income, reflecting 
the strong growth in employment. 


Corporate income tax revenues were up slightly, 
as higher instalment payments were largely 
offset by higher refunds. 


Employment insurance (EI) premium revenues 
were up slightly, as the impact of the growth in 
the number of people employed and therefore 
paying premiums is offsetting the effect of the 


decline in premium rates (the employee rate for 
2002 is $2.20 per $100 of insurable earnings 
compared to $2.25 in 2001). 


* Excise taxes and duties were up strongly 
($1.0 billion or 32.7 per cent). Most of this 
increase was due to higher GST revenues, up 
$0.9 billion or 44.6 per cent. This was due to 
both higher gross collections and unexpectedly 
lower refunds. 


* Non-tax revenues were up, reflecting the timing 
of receipts. 


On a year-over-year basis, program spending 
increased by $0.9 billion, or 9.7 per cent, with 
increases recorded in all major components. 


* Transfers to persons were up 6.3 per cent. 
Elderly benefits increased 2.4 per cent while 
EI benefits were up 14.8 per cent. Both 
components were affected by the timing of 
payments between August and September. 
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Table 2 
Budgetary revenues 
September April to September 
2001 2002 Change 2001-02 2002-03 Change 
($ millions) (%) ($ millions) (%) 
Income taxes 
Personal income tax 8,342 8,233 “13 44,017 39,985 -9.2 
Corporate income tax 1,541 1,563 1.4 12372 9,136 -26.2 
Other income tax revenue 226 221 -2.2 1,688 1652 -2.1 
Total income tax 10,109 10,017 -0.9 58,077 50,773 -12.6 
Employment insurance 
premium revenues 1,342 1,374 2.4 9,815 Fok) -0.4 
Excise taxes and duties 
Goods and services tax 1,990 2.807 44.6 12,098 14,432 19.3 
Customs import duties 243 280 15:2 1,447 1,618 11.8 
Sales and excise taxes 819 861 Sell 4,642 4,776 2.9 
Air Travellers Security Charge 52 151 
Total excise taxes and duties BL052) 4,050 B24 18,187 20,977 15.3 
Total tax revenues 14,503 15,441 6.5 86,079 81,526 25.3 
Non-tax revenues 614 690 12.4 4,174 4,170 -0.1 
Total budgetary revenues (S17, 2 1hG, 131 6.7 90,253 85,696 -5.0 


Last month the year-over-year increase in 
elderly benefits was higher than expected, 
while that for EI benefits was considerably 
lower than expected. 


¢ Transfers to other levels of government were up 
4.0 per cent, reflecting higher cash transfers 
under the Canada Health and Social Transfer 
(CHST). This increase reflects the September 
2000 agreement reached by first ministers to 
increase base funding from $17.3 billion in 
2001-02 to $18.6 billion in 2002-03. 


¢ Direct program spending, consisting of total 
program spending less transfers to persons 
and other levels of government, increased by 
16.0 per cent. The monthly fluctuations in 
this component are due in large part to the 
timing of payments. 


Public debt charges, on a year-over year basis, 
declined $0.3 billion, or 8.2 per cent, due to a 
decline in the stock of interest-bearing debt and a 
lower average effective interest rate on that debt. 


April to September 2002: budgetary results 


Over the first six months of fiscal year 2002-03, 
the budgetary surplus was estimated at $7.8 billion, 
compared to a surplus of $14.2 billion reported in 
the same period of 2001-02. This decline reflects 
lower budgetary revenues, largely attributable to 
developments related to the 2001 tax year, and 
higher program spending. In contrast, public debt 
charges were lower. 


Over the first six months of 2002-03, budgetary 
revenues were down $4.6 billion, or 5.0 per cent, 
on a year-over-year basis. Among the 

major components: 


¢ Personal income tax collections were down 
$4.0 billion, or 9.2 per cent. Virtually all of 
this decline is attributable to lower final tax 
payments and higher refunds with respect to the 
2001 tax year, reflecting weakness in the stock 
market and the associated lower net capital 
gains realizations. Quarterly instalment 
payments were also lower, as these payments 
are now largely based on tax liabilities for 2001. 
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Table 3 
Budgetary expenditures 


September 
2001 2002 Change 
($ millions) (%) 
Transfer payments to: 
Persons 
Elderly benefits DMV AL AAAI 2.4 
Employment insurance benefits 967 1,110 14.8 
Total 3,088 3,281 6.3 
Other levels of government 
Canada Health and Social Transfer 1,442 1,550 USE 
Fiscal transfers 1,046 1,040 -0.6 
Alternative Payments for 
Standing Programs -200 -210 5.0 
Total 2,288 2,380 4.0 
Direct program spending 
Subsidies and other transfers 
Agriculture 19 43 126.3 
Foreign Affairs 108 o7 -10.2 
Health 121 157, 29.8 
Human Resources Development 152 122 -19.7 
Indian and Northern Development 348 269 -22.7 
Industry and Regional Development 12 67 458.3 
Veterans Affairs 127 142 11.8 
Other 216 221 pl! 
Total 1,103 1,124 1:9 
Payments to Crown corporations 
Canadian Broadcasting Corporation 80 9] 13.8 
Canada Mortgage and Housing 
Corporation 158 195 23.4 
Other 146 139 -4.8 
Total 384 425 10.7 
Operating and capital expenditures 
Defence 742 908 22.4 
All other departmental expenditures 1,563 1,943 24.3 
Total 2,305 2,851 23u 
Total direct program spending 3,192 4,400 16.0 
Total program expenditures 9,168 10,061 9.7 
Public debt charges 3,198 2,939 -8.2 
Total budgetary expenditures 12,366 12,996 Rall 
Memorandum item: 
Total transfers 6,479 6,785 AT 


2001-02 


12,501 
35897 


18,398 


8,650 
6,236 


-1,200 
13,686 


463 
633 
59] 
625 
BION) 
607 
747 
1,055 


6,850 


565 


948 
851 


2,364 


4,238 
10,742 


14,980 
24,194 
56,278 
19,801 
76,079 


2002-03 Change 
($ millions) (%) 
135059 4.5 
6,790 fo 
19,849 eS 
9,300 fis 
6,220 -0.3 
-1,261 5.1 
14,259 4.2 
229 -50.5 
620 -2.1 
TAG 21.3 
639 22 
2,039 -4.2 
685 12.9 
841 12.6 
1,054 -0.1 
6,824 -0.4 
RY ke: 1.4 
986 4.0 
936 10.0 
2,495 See) 
4,688 10.6 
12,146 je 
16,834 12.4 
ZOxboo 8.1 
60,261 Pel 
17,665 -10.8 
17,926 2.4 
40,932 SA 


38,934 


April to September 


However, it should be noted that the results for 
the same period in 2001 were affected by the 
extraordinary stock market gains in 2000, 
which resulted in record final tax settlement 
payments in April and May 2001. The results 
to date were also dampened by the impact of 
the tax reduction measures announced in the 
February 2000 budget and October 2000 
Economic Statement and Budget Update. 
Partially offsetting these impacts were 
higher taxes associated with increases in 
employment income. 


Corporate income tax revenues were down 

$3.2 billion, or 26.2 per cent, primarily due 

to higher refunds pertaining to previous years’ 
taxes paid. In addition, monthly instalment 
payments are lower as they are largely based 

on 2001 tax liabilities, a year in which corporate 
profits declined. 


EI premium revenues were down marginally, 
primarily due to the lower premium rates in 
effect for 2002. 


Excise taxes and duties increased by 

$2.8 billion, or 15.3 per cent, primarily 
reflecting higher GST revenues, customs 
import duties and tobacco excise taxes and 
duties, as well as the introduction of the 

Air Travellers Security Charge. Revenues from 
energy-related taxes were lower. GST revenues 
were up 19.3 per cent, compared to an increase 
in the applicable tax base — consumer 
expenditures — of about 4 per cent. The 
difference in growth rates was largely 
attributable to a decline in refunds, which 
appears to be overstating the underlying 
increase in net GST revenues. Traditionally, 
GST refunds move closely in line with the 
growth in gross GST collections. It is expected 
that over the balance of the year, GST refunds 
will more closely reflect the changes in gross 
GST collections, bringing net GST revenues 
more in line with the growth in the applicable 
GST tax base. 
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¢ Non-tax revenues were virtually unchanged 
from the same period last year. 


Over the first six months of 2002-03, program 
spending increased by $4.0 billion, or 7.1 per cent, 
compared to the same period last year. 


e Transfers to persons were up 7.9 per cent, 
reflecting both higher elderly and EI benefits. 
The increase in elderly benefits reflects the 
increase in the number of people eligible to 
receive benefits as well as higher average 
benefits, which are adjusted quarterly to reflect 
changes in consumer prices. 


¢ Transfers to other levels of government were up 
4,2 per cent, attributable to higher cash transfers 
under the CHST. Entitlements under the fiscal 
transfer programs were virtually unchanged, 
primarily reflecting the timing of payments. 


¢ Direct program spending increased by 
8.1 per cent. Subsidies and other transfers were 
virtually unchanged. Developments in this 
component are largely affected by the timing of 
payments. Payments to Crown corporations 
were up 5.5 per cent. Departmental and agency 
operating and capital spending were up 
12.4 per cent, in part due to the implementation 
of initiatives announced in the 
December 2001 budget. 


Public debt charges declined by $2.1 billion, or 
10.8 per cent, reflecting both a reduction in the 
stock of interest-bearing debt and a lower average 
effective interest rate on that debt. 


Financial requirement of $5.8 billion 
(excluding foreign exchange transactions) 
for April to September 2002 


The budgetary balance is presented on a modified 
accrual basis of accounting, recording government 
liabilities when they are incurred, regardless of 
when the cash payment is made. In addition, the 
budgetary balance includes only those activities 
over which the Government has legislative control. 
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April to September 


Table 4 
The budgetary balance and financial requirements/source 
September 
2001 2002 2001-02 
($ millions) 
Budgetary balance (deficit/surplus) Deel BSS TANTS 
Loans, investments and advances 
Crown corporations 106 87 393 
Other -528 -565 -507 
Total -422 -478 -152 
Specified purpose accounts 
Canada Pension Plan Account 578 140 -618 
Superannuation accounts -199 -830 -663 
Other -6 =2 34 
Total 373 -692 -1,247 
Other transactions -409 -220 -8,600 
Total non-budgetary transactions -458 -1,390 -9,999 
Financial requirements/source 
(excluding foreign exchange transactions) 2,293 1,745 4,175 
Foreign exchange transactions 1,652 27 499 
Net financial balance 3,945 3,016 4,674 
Table 5 
Net financial balance and net borrowings 
September 
2001 2002 2001-02 
($ millions) 
Net financial balance 3,945 3,016 4,674 
Net increase (+)/decrease (-) in borrowings 
Payable in Canadian dollars 
Marketable bonds -8,693 -7,449 -5,983 
Canada Savings Bonds -38 -51 -349 
Treasury bills 400. 550 -4,000 
Other =A 25 -9 
Total -8,335 -6,955 -10,341 
Payable in foreign currencies 
Marketable bonds 0 0 -1,576 
Notes and loans 0) -4] 
Canada bills -1,114 -63 “20123 
Canada notes 0 0 -173 
Total -1,114 -63 -3,913 
Net change in borrowings -9,449 -7,018 -14,254 
Change in cash balance -5,504 -4,002 -9,580 


2002-03 


7,770 


182 
-417 


-235 


-679 
-1,118 
-130 


-1,927 
-11,426 
-13,588 


-5,818 
698 
-5,120 


April to September 


2002-03 


-5,120 


-8,317 
-530 
8,000 
-12 


-859 


Table 6 
Condensed statement of assets and liabilities 
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March 31, 2002 


September 30, 2002 Change 


Liabilities 
Accounts payable, accruals and allowances 
Interest-bearing debt 
Pension and other accounts 
Public sector pensions 
Canada Pension Plan (net of securities) 
Other pension and other accounts 


Total pension and other accounts 


Unmatured debt 
Payable in Canadian dollars 
Marketable bonds 
Treasury bills 
Canada Savings Bonds 
Other 


Subtotal 
Payable in foreign currencies 
Total unmatured debt 
Total interest-bearing debt 
Total liabilities 


Assets 
Cash and accounts receivable 
Foreign exchange accounts 
Loans, investments and advances 
(net of allowances) 


Total assets 


Accumulated deficit (net public debt) 


($ millions) 


40,679 31,009 -9,670 
126,921 125,803 -1,118 
6,770 6,091 -679 
7,469 Tigeee) -130 
141,160 ESO 9222 -1,928 
293,843 285,526 -8,317 
94,039 102,039 8,000 
23,966 23,436 -530 
3,00 | Sete) -12 
415,239 414,380 -859 
27,032 24,987 -2,045 
442,271 439,366 -2,905 
583,431 578,599 -4,832 
624,110 609,607 -14,502 
16,829 10,559 -6,270 
52,046 51,348 -698 
18,746 18,981 235 
87,621 80,889 -6,733 
536,489 528,718 -7,770 


In contrast, financial requirements/source 
measures the difference between cash coming in 
to the Government and cash going out. Financial 
requirements/source differs from the budgetary 
balance as the former includes transactions 

in loans, investments and advances, federal 
employees’ pension accounts, other specified 
purpose accounts, and changes in other financial 
assets and liabilities. These activities are included 
as part of non-budgetary transactions. The 
conversion from accrual to cash is also reflected 
in non-budgetary transactions. 


Non-budgetary transactions resulted in a net 
requirement of $13.6 billion in the first six months 
of 2002-03, compared to a net requirement of 


$10.0 billion in the same period in 2001-02. 

Part of the higher requirement was attributable 
to lower transfers to the Tax Collection Accounts 
due to lower personal and corporate income tax 
revenues over the first six months of this year 
compared to the same period last year. 


As aresult, with a budgetary surplus of 

$7.8 billion and a net requirement of $13.6 billion 
from non-budgetary transactions, there was a 
financial requirement (excluding foreign exchange 
transactions) of $5.8 billion in the April to 
September 2002 period, compared to a financial 
source of $4.2 billion in the same period last year. 
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Net financial requirement of $5.1 billion 
for April to September 2002 


Foreign exchange transactions represent all 
transactions in international reserves held in the 
Exchange Fund Account (EFA). The objectives of 
the EFA are to provide general foreign currency 
liquidity for the Government and promote orderly 
conditions in the foreign exchange market. The 
EFA contains foreign currency investments, the 
Government’s gold holdings and assets related 

to Canada’s commitment to the International 
Monetary Fund (IMF). Increases in the level of the 
reserves through borrowings, contributions to the 
IMF, and/or selling of Canadian dollars represent 
a requirement. Conversely, decreases in the level 
of reserves represent a source of funds. Taking all 
of these factors into account, there was a net 
source of $0.7 billion in the first six months of 
2002-03, compared to a net source of $0.5 billion 
in the same period in 2001-02. 


Budgetary balance 
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Sources: Public Accounts of Canada and Statistics Canada. 


With a budgetary surplus of $7.8 billion, a net 
requirement of $13.6 billion from non-budgetary 
transactions and a net source of $0.7 billion from 
foreign exchange transactions, there was a net 
financial requirement of $5.1 billion in the April to 
September 2002 period, compared to a net source 
of $4.7 billion in the same period last year. 


Net borrowings down $2.9 billion 
for April to September 2002 


To finance this net financial requirement of 

$5.1 billion, the Government reduced its cash 
balances by $8.0 billion to $3.9 billion. This also 
allowed it to reduce its holding of market debt by 
$2.9 billion to the end of September 2002. The 
level of cash balances varies from month to month 
based on a number of factors including periodic 
large debt maturities, which can be quite volatile 
on a monthly basis. 


Net debt 
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Highlights 
October 2002: budgetary surplus of $126 million 


There was a budgetary surplus of $126 million in October 2002, compared to a deficit of $42 million 
in October 2001. All of the year-over-year improvement was due to lower public debt charges 

(down $204 million), as budgetary revenues were marginally lower (down $14 million) and program 
spending was marginally higher (up $22 million). 


April to October 2002: budgetary surplus of $7.9 billion 


The budgetary surplus is estimated at $7.9 billion for the April to October 2002 period, down 

$6.2 billion from the surplus of $14.1 billion reported in the same period of 2001-02. The decline in 

the year-over-year surplus is largely attributable to developments affecting personal and corporate 
income tax revenues with respect to the 2001 tax year. This deterioration reflects the decline in the stock 
market in 2001, which resulted in higher refunds and lower settlement payments in April and May 2002, 
and higher corporate income tax refunds, as corporations are applying losses experienced in 2001 to 
taxes paid in previous years. 


The results for 2002-03 are also affected by stronger-than-expected goods and services tax (GST) 
revenue growth, which has increased at a faster rate than the growth in the applicable tax base, 
attributable primarily to a decline in GST refunds. As GST refunds typically closely mirror developments 
in gross collections, net GST revenues, and hence the budgetary surplus, may be somewhat overstated in 
the year-to-date results. It is expected that over the balance of the year, GST refunds will more closely 
reflect gross collections, bringing net GST revenues more in line with the growth in the applicable GST 
tax base. Taking this into account, the results to date are consistent with the estimated budgetary surplus 
for the year as a whole of $4.0 billion presented in the October 30 Economic and Fiscal Update. 


Monthly surplus and deficit Revenues and expenditures 
(April to October 2002) 
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Table | 
Summary statement of transactions 


October April to October 
2001 2002 2001-02 2002-03 
($ millions) 
Budgetary transactions 

Revenues 137520 13,506 LOS 2 99,201 
Program spending -10,275 -10,297 -66,554 -70,558 
Operating surplus 3,245 3,209 O18 28,643 
Public debt charges -3,287 -3,083 -23,088 -20,748 
Budgetary balance (deficit/surplus) -42 126 14,130 T5999 
Non-budgetary transactions -1,830 -403 -11,829 -13,989 

Financial requirements/source 
(excluding foreign exchange transactions) -1,872 -277 20K -6,094 
Foreign exchange transactions -1,010 -1,217 -512 -519 
Net financial balance -2,882 -1,494 1,789 -6,613 
Net change in borrowings 4,546 Tey -9,708 -2,148 
Net change in cash balances 1,664 -737 -7,919 -8,761 
Cash balance at end of period 5,259 3,189 


Note: Positive numbers indicate a net source of funds. Negative numbers indicate a net requirement for funds. 
Estimates for 2001-02 have been revised from those previously published. 


October 2002: budgetary results 


On a year-over-year basis, the budgetary 
balance increased by $168 million, from a deficit 
of $42 million in October 2001 to a surplus of 


$126 million in October 2002. Budgetary revenues 


declined by $14 million, or 0.1 per cent, in 
October 2002 on a year-over-year basis, as 
higher tax revenues were more than offset by 
lower non-tax revenues. 


¢ Personal income tax revenues were up 
$0.2 billion, or 4.2 per cent, primarily due to 
higher monthly deductions from employment 
income, reflecting the strong growth in 
employment, and lower refunds. 


* Corporate income tax revenues were down 
$0.1 billion, or 6.4 per cent, due to both lower 
instalment payments and higher refunds. 


¢ Employment insurance (ED) premium revenues 
were up slightly, as the impact of the growth in 
the number of people employed and therefore 


paying premiums is offsetting the effect of the 
decline in premium rates (the employee rate 

for 2002 is $2.20 per $100 of insurable earnings 
compared to $2.25 in 2001). 


Excise taxes and duties were up marginally. 
However, there were large differences among 
the major components. GST revenues declined 
8.1 per cent, reflecting both lower gross 
collections and higher refunds. Customs import 
duties were also lower. In contrast, energy taxes 
and other excise taxes and duties were both 

up strongly. The increase in energy taxes was 
primarily attributable to the timing of receipts, 
which depressed revenues in October 2001. 
The increase in other excise taxes and duties 
was primarily due to the increase in tobacco 
excise taxes. 


Non-tax revenues were down $0.2 billion, 
reflecting the timing of receipts. In 
September 2002 they were up sharply on 
a year-over-year basis. 
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Table 2 
Budgetary revenues 
October April to October 
2001 2002 Change 2001-02 2002-03 Change 
($ millions) (%) ($ millions) (%) 
Income taxes 
Personal income tax 5,700 5,940 4.2 49,718 45,924 -7.6 
Corporate income tax 1,459 1,366 -6.4 13,832 10,502 -24.1 
Other income tax revenue 378 380 0.5 2,065 2,031 -1.6 
Total income tax E51. 7,686 20) 65,615 58,457 -10.9 
Employment insurance 
premium revenues 1,194 $225 2.6 11,009 11,001 -0.1 
Excise taxes and duties 
Goods and services tax ShIZ 2,916 -8.1 15,269 17,348 13.6 
Customs import duties 331 274 A ey Lr Tel 1,892 6.5 
Sales and excise taxes 509 811 59.3 5,150 5,587 8.5 
Air Travellers Security Charge 44 195 
Total excise taxes and duties 4.012 4,045 0.8 22,196 25,022 127 
Total tax revenues 12,743 12,956 ey 98,820 94,480 -4.4 
Non-tax revenues tei 550 -29.2 4,952 4721 -4.7 
Total budgetary revenues 135520 13,506 -0.1 103572 99,201 -4.4 


On a year-over-year basis, program spending 
was up $22 million, or 0.2 per cent, as lower 
direct program spending and transfers to persons 
were offset by higher transfers to other levels 

of government. 


* Transfers to persons declined 0.5 per cent due to 
lower EI benefits, as elderly benefits increased 
by 3.6 per cent. The year-over-year decline in 
EI benefits is primarily attributable to the timing 
of benefit payments in October 2002. 


¢ Transfers to other levels of government 
were up 4.1 per cent, reflecting higher cash 
transfers under the Canada Health and Social 
Transfer (CHST). This increase reflects the 
September 2000 agreement reached by first 
ministers to increase base funding from 
$17.3 billion in 2001-02 to $18.6 billion 
in 2002-03. 


* Direct program spending, consisting of total 
program spending less transfers to persons 
and other levels of government, declined 


1.2 per cent. The monthly fluctuations in this 
component are due in large part to the timing of 
payments. Last month, a year-over-year increase 
of 16.0 per cent was recorded. 


Public debt charges, on a year-over year basis, 
declined $0.2 billion, or 6.2 per cent, due to a 
decline in the stock of interest-bearing debt and a 
lower average effective interest rate on that debt. 


April to October 2002: 
budgetary results 


Over the first seven months of fiscal year 2002-03, 
the budgetary surplus was estimated at $7.9 billion, 
compared to a surplus of $14.1 billion reported in 
the same period of 2001-02. This decline reflects 
lower budgetary revenues, largely attributable to 
developments related to the 2001 tax year, and 
higher program spending. In contrast, public debt 
charges were lower. 
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Table 3 
Budgetary expenditures 


October April to October 
2001 2002 Change 2001-02 2002-03 Change 
($ millions) (%) ($ millions) (%) 
Transfer payments to: 
Persons 
Elderly benefits Deo 2213 3.6 14,638 155272 4.3 
Employment insurance benefits 1,076 983 -8.6 6,973 Pedi) ji hes, 
Total 5,213 3,196 -0.5 Doll 23,045 6.6 
Other levels of government 
Canada Health and Social Transfer 1,442 550 ie 10,092 10,850 Te 
Fiscal transfers 1,046 1,042 -().4 Tpaos e261 -0.3 
Alternative Payments for 
Standing Programs -200 -210 5.0 -1,400 -1,471 Sf 
Total 2,288 2,382 Ae 15,973 16,640 4.2 
Direct program spending 
Subsidies and other transfers 
Agriculture 40 29 “21-5 504 258 -48.8 
Foreign Affairs 245 130 -46.9 879 750 -14.7 
Health 107 101 -5.6 698 818 We 
Human Resources Development 139 132 -5.0 764 ag 0.9 
Indian and Northern Development 313 308 -1.6 2,442 2,347. -3.9 
Industry and Regional Development 201 261 29.9 808 945 1TQ 
Veterans Affairs Al 141 16.5 868 982 L3ei 
Other 184 112 -39.1 1,247 1,164 -6.7 
Total F350 1,214 -10.1 8,210 8,035 =a 
Payments to Crown corporations 
Canadian Broadcasting Corporation 83 92 10.8 648 665 2.6 
Canada Mortgage and Housing 
Corporation 158 149 si) 1,106 Piss 2.6 
Other 185 250 ea 1037 1,185 14.3 
Total 426 491 13533 2,791 2,985 7.0 
Operating and capital expenditures 
Defence 787 893 135 5,026 5,581 1EG 
All other departmental expenditures Da Aa ZAD1 -4.1 12,943 [42272 10.3 
Total 2,998 3,014 0.5 17,969 19,853 10.5 
Total direct program spending 4.774 4,719 sie? 28,970 30,873 6.6 
Total program expenditures 103275 10,297 0.2 66,554 70,558 6.0 
Public debt charges 3,287 3,083 -6.2 23,088 20,748 -10.1 
Total budgetary expenditures 13,562 13,380 -1.3 89,642 91,306 1.9 
Memorandum item: 
Total transfers 6,851 6,792 -0.9 45,794 47,720 4.2 
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Over the first seven months of 2002-03, budgetary 
revenues were down $4.6 billion, or 4.4 per cent, 
on a year-over-year basis. Among the major 
components: 


¢ Personal income tax collections were down 
$3.8 billion, or 7.6 per cent. Virtually all of 
this decline is attributable to lower final tax 
payments and higher refunds with respect to the 
2001 tax year, reflecting weakness in the stock 
market and the associated lower net capital 
gains realizations. Quarterly instalment 
payments were also lower, as these payments 


are now largely based on tax liabilities for 2001. 


However, it should be noted that the results for 
the same period in 2001 were affected by the 
extraordinary stock market gains in 2000, 
which resulted in record final tax settlement 
payments in April and May 2001. The results 
to date were also dampened by the impact 

of the tax reduction measures announced in the 
February 2000 budget and October 2000 
Economic Statement and Budget Update. 
Partially offsetting these impacts were 

higher taxes associated with increases in 
employment income. 


¢ Corporate income tax revenues were down 
$3.3 billion, or 24.1 per cent, primarily due 
to higher refunds pertaining to previous years’ 
taxes paid. In addition, monthly instalment 
payments are lower as they are largely based on 
2001 tax liabilities, a year in which corporate 
profits declined. 


¢ EI premium revenues were down marginally, 
primarily due to the lower premium rates in 
effect for 2002. 


¢ Excise taxes and duties increased by 
$2.8 billion, or 12.7 per cent, primarily 
reflecting higher GST revenues, customs import 
duties and tobacco excise taxes and duties, as 
well as the introduction of the Air Travellers 
Security Charge. GST revenues were up 
13.6 per cent compared to an increase in the 
applicable tax base — consumer expenditures — 
of about 4 per cent. The difference in growth 
rates is largely attributable to a decline in 
refunds, which appears to be overstating 
the underlying increase in GST revenues. 
Traditionally, GST refunds move closely in line 
with the growth in gross GST collections. 


* 


It is expected that over the balance of the year, 
GST refunds will more closely reflect the 
changes in gross GST collections, bringing 

net GST revenues more in line with the growth 
in the applicable GST tax base. 


Non-tax revenues were down 4.7 per cent from 
the same period last year. 


Over the first seven months of 2002-03, program 
spending increased by $4.0 billion, or 6.0 per cent, 
compared to the same period last year. 


Transfers to persons were up 6.6 per cent, 
reflecting both higher elderly and EI benefits. 
The increase in elderly benefits reflects an 
increase in the number of people eligible to 
receive benefits as well as higher average 
benefits, which are adjusted quarterly to reflect 
changes in consumer prices. The increase in 
EI benefits is attributable to the lagged effects 
of the economic slowdown in 2001 and the 
impact of program enhancements, including 
the extension of and related changes to 
parental benefits. 


Transfers to other levels of government were up 
4.2 per cent due to higher cash transfers under 
the CHST. Entitlements under the fiscal transfer 
programs were virtually unchanged, primarily 
reflecting the timing of payments. 


Direct program spending increased by 

6.6 per cent. Subsidies and other transfers 

were slightly lower, primarily due to the 

timing of payments. Payments to Crown 
corporations were up 7.0 per cent. Departmental 
and agency operating and capital spending 

was up 10.5 per cent, in part due to the 
implementation of initiatives announced in 

the December 2001 budget. 


Public debt charges declined by $2.3 billion, or 
10.1 per cent, reflecting both a reduction in the 
stock of interest-bearing debt and a lower average 
effective interest rate on that debt. 
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Table 4 
The budgetary balance and financial requirements/source 
October April to October 
2001 2002 2001-02 2002-03 
($ millions) 
Budgetary balance (deficit/surplus) -42 126 14,130 7,895 
Loans, investments and advances 
Crown corporations 24 14 a79 196 
Other -423 -148 -930 -565 
Total -399 -134 -551 -369 
Specified purpose accounts 
Canada Pension Plan Account -745 -251 -1,363 -930 
Superannuation accounts -104 VBS) -768 -884 
Other -17 -6 16 -136 
Total -866 -24 =2, 105 -1,950 
Other transactions -565 -245 -9,163 -11,670 
Total non-budgetary transactions -1,830 -403 -11,829 -13,989 
Financial requirements/source 
(excluding foreign exchange transactions) -1,872 -277 2,301 -6,094 
Foreign exchange transactions -1,010 Andy -512 -519 
Net financial balance -2,882 -1,494 1,789 -6,613 
Table 5 
Net financial balance and net borrowings 
October April to October 
2001 2002 2001-02 2002-03 


($ millions) 
Net financial balance -2,882 -1,494 1,789 -6,613 


Net increase (+)/decrease (-) in borrowings 
Payable in Canadian dollars 


Marketable bonds 1,435 -1,693 -4,.548 -10,011 
Canada Savings Bonds -120 -105 -469 -635 
Treasury bills 2,800 1,650 -1,200 9,650 
Other 0 -1 -9 -14 
Total 4115 -149 -6,226 -1,010 
Payable in foreign currencies 
Marketable bonds 0) 0) -1,576 -1,594 
Notes and loans 0) -4] 
Canada bills 43] 906 -1,692 456 
Canada notes 0 0 -173 0 
Total 431 906 -3,482 -1,138 
Net change in borrowings 4,546 1M) -9,708 -2,148 


Change in cash balance 1,664 -737 -7,919 -8,761 
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Table 6 
Condensed statement of assets and liabilities 
March 31, 2002 October 31, 2002 Change 
($ millions) 
Liabilities 
Accounts payable, accruals and allowances 40,679 31,486 -9,193 
Interest-bearing debt 
Pension and other accounts 
Public sector pensions 126,921 126,037 -884 
Canada Pension Plan (net of securities) 6,770 5,840 -930 
Other pension and other accounts 7,469 WARS -136 
Total pension and other accounts 141,160 139,209 -1,951 
Unmatured debt 
Payable in Canadian dollars 
Marketable bonds 293,843 283,833 -10,010 
Treasury bills 94,039 103,689 9,650 
Canada Savings Bonds 23,966 Pai eM -635 
Other 3,391 See will -14 
Subtotal 415,239 414,230 -1,009 
Payable in foreign currencies 21.052 25,893 -1,139 
Total unmatured debt 442,271 440,123 =2,147 
Total interest-bearing debt 583,431 57.9332) -4,098 
Total liabilities 624,110 610,818 =13,291 
Assets 
Cash and accounts receivable 16,829 10,545 -6,284 
Foreign exchange accounts 52,046 5256) 519 
Loans, investments and advances 
(net of allowances) 18,746 19,115 369 
Total assets 87,621 S222) -5,396 
Accumulated deficit (net public debt) 536,489 528,593 -7,895 


Financial requirement of $6.1 billion 
(excluding foreign exchange transactions) 
for April to October 2002 


The budgetary balance is presented on a modified 
accrual basis of accounting, recording government 
liabilities when they are incurred, regardless 

of when the cash payment is made. In addition, 

_ the budgetary balance includes only those 
activities over which the Government has 
legislative control. 


In contrast, financial requirements/source 
measures the difference between cash coming in 
to the Government and cash going out. Financial 
requirements/source differs from the budgetary 
balance as the former includes transactions in 


loans, investments and advances, federal 
employees’ pension accounts, other specified 
purpose accounts, and changes in other financial 
assets and liabilities. These activities are included 
as part of non-budgetary transactions. The 
conversion from accrual to cash is also reflected 
in non-budgetary transactions. 


Non-budgetary transactions resulted in a net 
requirement of $14.0 billion in the first seven 
months of 2002-03, compared to a net requirement 
of $11.8 billion in the same period in 2001-02. 
Part of the higher requirement is attributable to 
lower transfers to the Tax Collection Accounts due 
to lower personal and corporate income tax 
revenues over the first seven months of this year 
compared to the same period last year. 


The Fiscal Monitor 


As a result, with a budgetary surplus of 

$7.9 billion and a net requirement of $14.0 billion 
from non-budgetary transactions, there was a 
financial requirement (excluding foreign exchange 
transactions) of $6.1 billion in the April to 
October 2002 period, compared to a financial 
source of $2.3 billion in the same period last year. 


Net financial requirement of $6.6 billion 
for April to October 2002 


Foreign exchange transactions represent all 
transactions in international reserves held in the 
Exchange Fund Account (EFA). The objectives of 
the EFA are to provide general foreign currency 
liquidity for the Government and promote orderly 
conditions in the foreign exchange market. The 
EFA contains foreign currency investments, the 
Government’s gold holdings and assets related 

to Canada’s commitment to the International 
Monetary Fund (IMP). Increases in the level of the 
reserves through borrowings, contributions to the 
IMF, and/or selling of Canadian dollars represent 
a requirement. Conversely, decreases in the level 
of reserves represent a source of funds. Taking all 


Budgetary balance 
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of these factors into account, there was a net 
requirement of $0.5 billion in the first seven 
months of 2002-03, unchanged from the net 
requirement in the same period in 2001-02. 


With a budgetary surplus of $7.9 billion, a net 
requirement of $14.0 billion from non-budgetary 
transactions and a net requirement of $0.5 billion 
from foreign exchange transactions, there was a 
net financial requirement of $6.6 billion in the 
April to October 2002 period, compared to a net 
source of $1.8 billion in the same period last year. 


Net borrowings down $2.1 billion 
for April to October 2002 


To finance this net financial requirement of 

$6.6 billion, the Government reduced its cash 
balances by $8.8 billion to $3.2 billion. This also 
allowed it to reduce its holding of market debt by 
$2.1 billion to the end of October 2002. The level 
of cash balances varies from month to month based 
on a number of factors including periodic large 
debt maturities, which can be quite volatile on 

a monthly basis. 


Net debt 
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Highlights 


November 2002: budgetary surplus of $332 million 


There was a budgetary surplus of $332 million in November 2002, compared to a deficit of $844 million 
in November 2001. This year-over-year improvement is primarily attributable to higher budgetary 
revenues (up $1.3 billion), partly reflecting the timing of receipts between November and December 

as well as processing delays at the border in the aftermath of the September 11, 2001, terrorist attacks, 
which depressed customs receipts in November 2001. Public debt charges were down $0.4 billion, 

while program spending increased by $0.5 billion. 


April to November 2002: budgetary surplus of $8.2 billion 


The budgetary surplus is estimated at $8.2 billion for the April to November 2002 period, down 

$5.1 billion from the surplus of $13.3 billion reported in the same period of 2001-02. The decline in the 
year-over-year surplus is largely attributable to developments affecting personal and corporate income 
tax revenues with respect to the 2001 tax year. This deterioration reflects the decline in the stock market 
in 2001, which resulted in higher refunds and lower settlement payments in April and May 2002, and 
higher corporate income tax refunds, as corporations are applying losses experienced in 2001 to taxes 
paid in previous years. 


The results for 2002-03 are also affected by stronger-than-expected goods and services tax (GST) 
revenue growth, which has increased at a faster rate than the growth in the applicable tax base, 
attributable primarily to a decline in GST refunds. As GST refunds typically closely mirror developments 
in gross collections, it is expected that over the balance of the year, GST refunds will more closely 
reflect changes in gross collections, bringing net GST revenues more in line with the growth in the 


applicable GST tax base. 
Monthly surplus and deficit Revenues and expenditures 
oe (April to November 2002) 
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Table | 
Summary statement of transactions 


November April to November 
2001 2002 2001-02 2002-03 


($ millions) 


Budgetary transactions 


Revenues 12,276 1356 116,048 112,763 
Program spending -9,801 -10,280 -76,358 -80,841 
Operating surplus 2,475 She ihes 39,690 31,922 
Public debt charges -3,319 -2,946 -26,406 -23,694 
Budgetary balance (deficit/surplus) -844 sey 13,284 8,228 
Non-budgetary transactions -393 509 -12,223 -13,482 
Financial requirements/source 
(excluding foreign exchange transactions) seo, 841 1,061 -5,254 
Foreign exchange transactions 10 1,070 -502 551 
Net financial balance -1,227 [911 Sy -4,703 
Net change in borrowings 9,568 Tesll SX -14] 4,990 
Net change in cash balances 8,341 9,049 418 287 
Cash balance at end of period 13,600 12,236 


Note: Positive numbers indicate a net source of funds. Negative numbers indicate a net requirement for funds. 
Estimates for 2001-02 have been revised from those previously published. 


November 2002: budgetary results paying premiums offset the effect of the decline 
in premium rates (the employee rate for 2002 is 
$2.20 per $100 of insurable earnings compared 
to $2.25 in 2001). 


On a year-over-year basis, the budgetary balance 
increased by $1.2 billion, from a deficit of 
$0.8 billion in November 2001 to a surplus of 


$0.3 billion in November 2002. Budgetary * Excise taxes and duties were up strongly, 
revenues increased by $1.3 billion, or 10.4 per cent, $0.6 billion or 18.9 per cent, primarily due to 

in November 2002 on a year-over-year basis, in higher GST revenues and customs import duties. 
large part due to the timing of receipts. This is largely attributable to the impact of 


processing delays at the border, which depressed 
customs receipts in November 2001. The 
increase in other excise taxes and duties is 
primarily due to the increase in tobacco excise 
taxes and higher energy tax revenues. 


¢ Personal income tax revenues were up 
$0.5 billion, or 8.2 per cent, primarily due to 
higher monthly deductions from employment 
income. Part of this increase is attributable to 
the timing of receipts between November and 


December, which is expected to be reversed in * Non-tax revenues were up slightly on a 
December 2002. year-over-year basis. 

; Corporate income tax revenues were up On a year-over-year basis, program spending was 
$0.1 billion, or 6.6 per cent, reversing the up $0.5 billion, or 4.9 per cent. 


ear-over-year decline reported last month. ne 
y y P ¢ Transfers to persons increased 1.8 per cent, as 


* Employment insurance (EI) premium revenues higher elderly benefits more than offset the 
were up slightly, as the impact of the growth in decline in EI benefits. The decline in EI benefits 
the number of people employed and therefore is attributable to a decline in the number of 
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Table 2 
Budgetary revenues 
November April to November 
2001 2002 Change 2001-02 2002-03 Change 
($ millions) (%) ($ millions) (%) 
Income taxes 
Personal income tax O27. 6,629 8.2 55,845 52,594 -5.9 
Corporate income tax 1253 1,336 6.6 15,084 11,838 -21.5 
Other income tax revenue 276 369 Sioy7! 234) 2,400 Zi 
Total income tax 7,656 8,334 8.9 few 66,792 -8.8 
Employment insurance 
premium revenues 1,036 1,045 0.9 12,046 12,047 0.0 
Excise taxes and duties 
Goods and services tax 2,106 2,445 16.1 (735 19,794 13.9 
Customs import duties 174 276 58.6 1,951 2,168 sa 
Sales and excise taxes 709 798 1256 5,861 6,383 8.9 
Air Travellers Security Charge Ba 230 
Total excise taxes and duties 2,989 3594 18.9 DiS eed 26 be 135 
Total tax revenues 11,681 12935 Ox, 110,504 107,414 -2.8 
Non-tax revenues 595 625 5.0 5,544 5,349 -3.5 
Total budgetary revenues 12,276 13,558 10.4 116,048 125763 -2.8 


benefit weeks, as both the number of 
beneficiaries and the average weekly benefit 
were higher. 


¢ Transfers to other levels of government were up 
6.6 per cent, primarily reflecting higher cash 
transfers under the Canada Health and Social 
Transfer (CHST). This increase reflects the 
September 2000 agreement reached by first 
ministers to increase base funding from 
$17.3 billion in 2001-02 to $18.6 billion 
in 2002-03. 


¢ Direct program spending, consisting of total 
program spending less transfers to persons and 
other levels of government, was up 6.3 per cent. 
The monthly fluctuations in this component are 
due in large part to the timing of payments. 
Last month there was a year-over-year decline. 


Public debt charges, on a year-over year basis, 
declined $0.4 billion, or 11.2 per cent, due to a 
decline in the average effective interest rate, as the 
stock of interest-bearing debt was higher. 


April to November 2002: budgetary results 


Over the first eight months of fiscal year 2002-03, 
the budgetary surplus is estimated at $8.2 billion, 
compared to a surplus of $13.3 billion reported in 
the same period of 2001-02. This decline reflects 
lower budgetary revenues, largely attributable to 
developments related to the 2001 tax year, and 
higher program spending. In contrast, public debt 
charges were lower. 


Over the first eight months of 2002-03, 
budgetary revenues were down $3.3 billion, or 
2.8 per cent, on a year-over-year basis. Among 
the major components: 


¢ Personal income tax collections were down 
$3.3 billion, or 5.9 per cent. Virtually all of 
this decline is attributable to lower final tax 
payments and higher refunds with respect to the 
2001 tax year, reflecting weakness in the stock 
market and the associated lower net capital 
gains realizations. Quarterly instalment 
payments were also lower, as these payments 
are now largely based on tax liabilities for 2001. 
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Table 3 
Budgetary expenditures 
November April to November 
2001 2002 Change 2001-02 2002-03 Change 
($ millions) (%) ($ millions) (%) 
Transfer payments to: 
Persons 
Elderly benefits pate 7,209 3.4 16:75 17,481 4.2 
Employment insurance benefits O73 1,059 -1.3 8,046 8,832 9.8 
Total 3,210 3,268 1.8 24,821 26,313 6.0 
Other levels of government 
Canada Health and Social Transfer 1,442 1,550 Die) 115533 12,400 as 
Fiscal transfers 1,034 1,051 1.6 SoD SoS 0.0 
Alternative Payments for 
Standing Programs “233 -210 -9.9 -1,632 -1,681 3.0 
Total 2,243 2,091 6.6 18,216 19,032 4.5 
Direct program spending 
Subsidies and other transfers 
Agriculture AN 75 Dasyiplk a2) 333 -36.6 
Foreign Affairs ALL 114 -5.8 1,000 864 -13.6 
Health 1S) [S55 es 851 973 14.3 
Human Resources Development 142 119 -16.2 906 890 -1.8 
Indian and Northern Development 290 300 3.4 DeISo 2,647 -3.1 
Industry and Regional Development | ay | 70 -53.6 958 1,015 Bye 
Veterans Affairs 132 140 6.1 1,000 1,122 1222 
Other 216 198 -8.3 1,462 1,361 -6.9 
Total 1,226 es -4.5 9,435 9,205 -2.4 
Payments to Crown corporations 
Canadian Broadcasting Corporation 70 89 Diet 718 754 5.0 
Canada Mortgage and Housing 
Corporation 183 125 -31.7 1,289 1,260 e202 
Other 175 129 -26.3 213 1,318 8.7 
Total 428 343 -19.9 3,220 3302 3.5 
Operating and capital expenditures 
Defence 869 803 -7.6 5,896 6,384 8.3 
All other departmental expenditures 1,825 2,304 26.2 14,770 Kove) 1DEY, 
Total 2,694 SEIN 1.3 20,666 22,959 Lie} 
Total direct program spending 4,348 4,621 6.3 33,321 35,496 6.5 
Total program expenditures 9,801 10,280 49 76,358 80,841 59 
Public debt charges 3,319 2,946 -11.2 26,406 23,694 -10.3 
Total budgetary expenditures 13,120 13,226 0.8 102,764 104,535 17, 


Memorandum item: 
Total transfers 6,679 6,830 eo 52,472 54,550 4.0 


However, it should be noted that the results for 
the same period in 2001 were affected by the 
extraordinary stock market gains in 2000, 
which resulted in record final tax settlement 
payments in April and May 2001. The results 
to date were also dampened by the impact of 
the tax reduction measures announced in the 
February 2000 budget and October 2000 
Economic Statement and Budget Update. 
Partially offsetting these impacts were 
higher taxes associated with increases in 
employment income. 


Corporate income tax revenues were down 

$3.2 billion, or 21.5 per cent, primarily due to 
higher refunds pertaining to previous years’ 
taxes paid. In addition, monthly instalment 
payments are lower as they are largely based on 
2001 tax liabilities, a year in which corporate 
profits declined. 


EI premium revenues were virtually unchanged, 
as lower premium rates offset the impact of the 
growth in the number of people employed and 
therefore paying premiums. 


Excise taxes and duties increased by 

$3.4 billion, or 13.5 per cent, primarily 
reflecting higher GST revenues, customs import 
duties and tobacco excise taxes and duties, as 
well as the introduction of the Air Travellers 
Security Charge. GST revenues were up 

13.9 per cent compared to an increase in the 
applicable tax base — consumer expenditures — 
of about 6 per cent. The difference in growth 
rates is largely attributable to a decline in 
refunds, which appears to be overstating 

the underlying increase in GST revenues. 
Traditionally, GST refunds move closely in line 
with the growth in gross GST collections. It is 
expected that over the balance of the year, GST 
refunds will more closely reflect the changes in 
gross GST collections, bringing net GST 
revenues more in line with the growth in the 
applicable GST tax base. 


Non-tax revenues were down 3.5 per cent from 
the same period of 2001-02. 
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Over the first eight months of 2002-03, program 
spending increased by $4.5 billion, or 5.9 per cent, 
compared to the same period of 2001-02. 


¢ Transfers to persons were up 6.0 per cent, 
reflecting both higher elderly and EI benefits. 
The increase in elderly benefits reflects the 
increase in the number of people eligible to 
receive benefits as well as higher average 
benefits, which are adjusted quarterly to 
reflect changes in consumer prices. The 
increase in EI benefits is attributable to the 
lagged effects of the economic slowdown in 
2001 and the impact of program enhancements, 
including the extension of and related changes 
to parental benefits. 


¢ Transfers to other levels of government were up 
4.5 per cent due to higher cash transfers under 
the CHST. Entitlements under the fiscal transfer 
programs were unchanged, primarily reflecting 
the timing of payments. 


e Direct program spending increased by 6.5 per cent. 
Subsidies and other transfers were slightly 
lower, primarily due to the timing of payments. 
Payments to Crown corporations were up 
3.5 per cent. Departmental and agency operating 
and capital spending was up 11.1 per cent, in 
part due to the implementation of initiatives 
announced in the December 2001 budget. 


Public debt charges declined by $2.7 billion, or 
10.3 per cent, reflecting a decline in the average 
effective interest rate on interest-bearing debt. 


Financial requirement of $5.3 billion 
(excluding foreign exchange transactions) 
for April to November 2002 


The budgetary balance is presented on a modified 
accrual basis of accounting, recording government 
liabilities when they are incurred, regardless of 
when the cash payment is made. In addition, the 
budgetary balance includes only those activities 
over which the Government has legislative control. 
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Table 4 
The budgetary balance and financial requirements/source 
November April to November 
2001 2002 2001-02 2002-03 
($ millions) 
Budgetary balance (deficit/surplus) -844 oe 13,284 8,228 
Loans, investments and advances 
Crown corporations 50 a 428 254 
Other -3 -127 -931 -693 
Total 47 70° 503 -439 
Specified purpose accounts 
Canada Pension Plan Account -584 -199 -1,947 -1,129 
Superannuation accounts -743 148 -1,510 -736 
Other 62 44 78 -182 
Total -1,265 -95 -3,379 -2,047 
Other transactions 825 674 -8,341 -10,996 
Total non-budgetary transactions -393 509 =125223 -13,482 
Financial requirements/source 
(excluding foreign exchange transactions) al 2o7 841 1,061 -5,254 
Foreign exchange transactions 10 1,070 -502 So 
Net financial balance al 221 1,91) Sew -4,703 
Table 5 
Net financial balance and net borrowings 
November April to November 
2001 2002 2001-02 2002-03 


($ millions) 
Net financial balance -1,227 1,911 559 -4,703 


Net increase (+)/decrease (-) in borrowings 
Payable in Canadian dollars 


Marketable bonds 5,35) 1 OSIz 802 -3,459 
Canada Savings Bonds a2. A3 -1,019 =2:512 -1,654 
Treasury bills 6,700 ZAM 5,500 12,400 
Other -12 -3 -21 -17 
Total 9,996 8,280 3,769 2g 
Payable in foreign currencies 
Marketable bonds 0 0 -1,576 -1,594 
Notes and loans 0 -4] 
Canada bills -428 -1,142 -2,120 -686 
Canada notes 0 0 -173 0 
Total -428 -1,142 -3,910 -2,280 
Net change in borrowings 9,568 vas -14] 4,990 


Change in cash balance 8,341 9,049 418 287 
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Table 6 
Condensed statement of assets and liabilities 
March 31, 2002 November 30, 2002 Change 
($ millions) 
Liabilities 
Accounts payable, accruals and allowances 40,679 31,675 -9,004 


Interest-bearing debt 
Pension and other accounts 


Public sector pensions 126,921 126,185 -736 
Canada Pension Plan (net of securities) 6,770 5,641 -1,129 
Other pension and other accounts 7,469 7,287 -182 
Total pension and other accounts 141,160 139513 -2,047 


Unmatured debt 
Payable in Canadian dollars 


Marketable bonds 293,843 290,384 -3,459 
Treasury bills 94,039 106,439 12,400 
Canada Savings Bonds 23,966 22312 -1,654 
Other 35391 3,374 -17 
Subtotal 415,239 422,509 7210 
Payable in foreign currencies 27,032 DAT -2,281 
Total unmatured debt 442,271 447,260 4,989 
Total interest-bearing debt 583,431 586,373 2,942 
Total liabilities 624,110 618,048 -6,063 
Assets 
Cash and accounts receivable 16,829 19,108 2,219 
Foreign exchange accounts 52,046 51,495 -551 
Loans, investments and advances 
(net of allowances) 18,746 19,185 439 
Total assets S702 89,788 2,167 
Accumulated deficit (net public debt) 536,489 528,260 -8,228 
In contrast, financial requirements/source of $12.2 billion in the same period of 2001-02. 
measures the difference between cash coming in Part of the higher requirement is attributable to 
to the Government and cash going out. Financial lower transfers to the Tax Collection Accounts 
requirements/source differs from the budgetary due to lower personal and corporate income tax 
balance as the former includes transactions in revenues over the first eight months of this year 
loans, investments and advances, federal compared to the same period of 2001-02. 


employees’ pension accounts, other specified 
purpose accounts, and changes in other financial 
assets and liabilities. These activities are included 
as part of non-budgetary transactions. The 
conversion from accrual to cash is also reflected 
in non-budgetary transactions. 


As a result, with a budgetary surplus of 

$8.2 billion and a net requirement of $13.5 billion 
from non-budgetary transactions, there was a 
financial requirement (excluding foreign 
exchange transactions) of $5.3 billion in the 

April to November 2002 period, compared to 
Non-budgetary transactions resulted in a net a financial source of $1.1 billion in the same 
requirement of $13.5 billion in the first eight period of 2001-02. 

months of 2002-03, compared to a net requirement 
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Net financial requirement of $4.7 billion 
for April to November 2002 


Foreign exchange transactions represent all 
transactions in international reserves held in the 
Exchange Fund Account (EFA). The objectives of 
the EFA are to provide general foreign currency 
liquidity for the Government and promote orderly 
conditions in the foreign exchange market. The 
EFA contains foreign currency investments, the 
Government’s gold holdings and assets related 

to Canada’s commitment to the International 
Monetary Fund (IMF). Increases in the level of the 
reserves through borrowings, contributions to the 
IMF, and/or selling of Canadian dollars represent a 
requirement. Conversely, decreases in the level of 
reserves represent a source of funds. Taking all of 
these factors into account, there was a net source 
of $0.6 billion in the first eight months of 2002-03, 
compared to a net requirement of $0.5 billion in 
the same period of 2001-02. 
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With a budgetary surplus of $8.2 billion, a net 
requirement of $13.5 billion from non-budgetary 
transactions and a net source of $0.6 billion from 
foreign exchange transactions, there was a net 
financial requirement of $4.7 billion in the April to 
November 2002 period, compared to a net source 
of $0.6 billion in the same period of 2001-02. 


Net borrowings up $5.0 billion 
for April to November 2002 


To finance this net financial requirement of 

$4.7 billion, the Government increased its net 
borrowings by $5.0 billion. In addition, it 
increased its cash balances by $0.3 billion. The 
level of cash balances varies from month to month 
based on a number of factors including periodic 
large debt maturities, which can be quite volatile 
on a monthly basis. 
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Highlights 


December 2002: budgetary surplus of $2.9 billion 


There was a budgetary surplus of $2.9 billion in December 2002, compared to a surplus of $1.9 billion in 
December 2001. Typically, a surplus is recorded in December, reflecting the inclusion of quarterly 
personal income tax remittances and final corporate income tax payments from those corporations with a 
taxation year ending October 31. The year-over-year improvement in the budgetary balance is entirely 
attributable to a record year-over-year increase in goods and services tax (GST) revenues, up $1.1 billion, 
or 60.1 per cent, in part reflecting the timing of receipts between December and January, which is 
expected to be reversed next month. Total budgetary expenditures were up slightly as higher program 
spending was largely offset by lower public debt charges. 


April to December 2002: budgetary surplus of $11.2 billion 


The budgetary surplus was estimated at $11.2 billion for the April to December 2002 period, 

down $4 billion from the surplus of $15.1 billion reported in the same period of 2001-02. The decline in 
the year-over-year surplus is largely attributable to developments affecting personal and corporate income 
tax revenues with respect to the 2001 tax year. This deterioration reflects the decline in the stock market 
in 2001, which resulted in higher refunds and lower settlement payments in April and May 2002, and 
higher corporate income tax refunds, as corporations are applying losses experienced in 2001 to taxes 
paid in previous years. The results for 2002-03 are also affected by stronger-than-expected GST revenue 
growth, which is due to both timing factors and a decline in GST refunds. It is expected that over the 
balance of the year, GST refunds will more closely reflect changes in gross collections, bringing net GST 
revenues more in line with the growth in the applicable GST tax base. 
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Table | 
Summary statement of transactions 


December April to December 
2001 2002 2001-02 2002-03 
($ millions) 
Budgetary transactions 

Revenues 15,681 16,968 be ei29 129,730 
Program spending -10,616 -11,224 -86,975 -92,068 
Operating surplus 5,065 5,744 44,754 37,662 
Public debt charges -3,206 -2,803 -29,612 -26,497 
Budgetary balance (deficit/surplus) lige) 2,941 15,142 11,165 
Non-budgetary transactions -3,466 -4,448 -15,692 -17,927 

Financial requirements/source 
(excluding foreign exchange transactions) -1,607 -1,507 -550 -6,762 
Foreign exchange transactions -142 741 -643 1,292 
Net financial balance -1,749 -766 -1,193 -5,470 
Net change in borrowings -6,858 -7,634 -6,997 -2,644 
Net change in cash balances -8,607 -8,400 -8,190 -8,114 


Cash balance at end of period 


4,992 3,834 


Note: Positive numbers indicate a net source of funds. Negative numbers indicate a net requirement for funds. 
Estimates for 2001-02 have been revised from those previously published. 


December 2002: budgetary results 


On a year-over-year basis, the budgetary surplus 
increased by $1.1 billion in December 2002, with 
budgetary revenues up $1.3 billion, or 8.2 per cent. 


e Personal income tax revenues were down 
$0.3 billion, or 3.2 per cent, primarily due to 
lower tax remittances from quarterly filers, 
as well as the timing of receipts between 
November and December, as noted in the 
November 2002 Fiscal Monitor. 


¢ Corporate income tax revenues were up 
$0.2 billion, or 11.9 per cent, reflecting higher 
final payments from those corporations with a 
taxation year ending October 31. 


e Employment insurance (EI) premium revenues 
were up slightly, as the impact of the growth 
in the number of people employed and therefore 
paying premiums offset the effect of the 
decline in premium rates (the employee rate 
for 2002 is $2.20 per $100 of insurable earnings 
compared to $2.25 in 2001). 


¢ Excise taxes and duties were up strongly, 
$1.2 billion or 41.0 per cent, primarily due to 
higher GST revenues. Net GST revenues were 
affected by the timing of receipts between 
December and January, which is expected to 
be reversed in January 2003. 


¢ Non-tax revenues were up 20.3 per cent on a 
year-over-year basis. 


On a year-over-year basis, program spending 
was up $0.6 billion, or 5.7 per cent. 


¢ Transfers to persons declined 2.2 per cent due 
to lower EI benefits, reflecting a decline in the 
number of people unemployed. Elderly benefit 
payments were up marginally. 


¢ Transfers to other levels of government were 
up 6.6 per cent, primarily reflecting higher cash 
transfers under the Canada Health and Social 
Transfer (CHST). This increase reflects the 
September 2000 agreement reached by first 
ministers to increase base funding from 
$17.3 billion in 2001-02 to $18.6 billion 
in 2002-03. 
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Table 2 
Budgetary revenues 
December April to December 
2001 2002 Change 2001-02 2002-03 Change 
($ millions) (%) ($ millions) (%) 
Income taxes 
Personal income tax 9,191 8,896 -3.2 65,036 61,450 -5.5 
Corporate income tax 728 1933 ie, 16,812 135771 -18.1 
Other income tax revenue sult 359 15.4 23653 Deed eS) 4.0 
Total income tax 147230 11,188 -0.4 84,501 77,980 =v hy} 
Employment insurance 
premium revenues 952 985 BD 12,998 152032 0.3 
Excise taxes and duties 
Goods and services tax LSS 2,906 60.1 19,190 22,700 1333 
Customs import duties 295 241 -18.3 2,246 2,409 he: 
Sales and excise taxes 718 805 | Pa 6,581 7,189 9.2 
Air Travellers Security Charge 36 266 
Total excise taxes and duties 2,828 3,988 41.0 28,017 32,564 16.2 
Total tax revenues 15,010 16,161 de} 125,516 123,576 -1.5 
Non-tax revenues 671 807 20.3 6,213 6,154 -0.9 
Total budgetary revenues 15,681 16,968 8.2 IST29 1295730 =1.5 


¢ Direct program spending, consisting of total 
program spending less transfers to persons 
and other levels of government, was up 
11.4 per cent. The monthly fluctuations in 
this component are due in large part to the 
timing of payments. 


Public debt charges, on a year-over year basis, 
declined $0.4 billion, or 12.6 per cent, due to a 
decline in both the average effective interest rate 
and the stock of interest-bearing debt. 


April to December 2002: budgetary results 


Over the first nine months of fiscal year 
2002-03, the budgetary surplus was estimated 
at $11.2 billion, compared to a surplus of 

$15.1 billion reported in the same period of 
2001-02. This decline reflects lower budgetary 
revenues, largely attributable to developments 
related to the 2001 tax year, and higher program 
spending. In contrast, public debt charges 

were lower. 


Over the first nine months of 2002-03, 
budgetary revenues were down $2.0 billion, 
or 1.5 per cent, on a year-over-year basis. 
Among the major components: 


¢ Personal income tax collections were down 
$3.6 billion, or 5.5 per cent. Virtually all of 
this decline is attributable to lower final tax 
payments and higher refunds with respect to 
the 2001 tax year, reflecting weakness in the 
stock market and the associated lower net 
capital gains realizations. Quarterly instalment 
payments were also lower, as these payments 
are now largely based on tax liabilities for 2001. 
However, it should be noted that the results for 
the same period in 2001 were affected by the 
extraordinary stock market gains in 2000, 
which resulted in record final tax settlement 
payments in April and May 2001. The results 
to date were also dampened by the impact of 
the tax reduction measures announced in the 
February 2000 budget and October 2000 
Economic Statement and Budget Update. 
Partially offsetting these impacts were 
higher taxes associated with increases in 
employment income. 
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Table 3 
Budgetary expenditures 


December April to December 
2001 2002 Change 2001-02 2002-03 Change 
($ millions) (%) ($ millions) (%) 
Transfer payments to: 
Persons 
Elderly benefits a Ve 2,161 0.5 18,926 19,642 Sie: 
Employment insurance benefits 1,497 1,408 -5.9 9,543 10,239 Vd 
Total 3,648 8509. -2.2 28,469 29,881 5.0 
Other levels of government 
Canada Health and Social Transfer 1,442 e550 eS 12,975 13,950 15 
Fiscal transfers 1,048 1,067 1.8 9,363 9380 0.2 
Alternative Payments for 
Standing Programs -233 -211 -9.4 -1,865 -1,892 1.4 
Total 257 2,406 6.6 20,473 21,438 4.7 
Direct program spending 
Subsidies and other transfers 
Agriculture 4] 33 -19.5 566 366 -35;3 
Foreign Affairs 169 eM 16.6 1,169 1,060 -9,3 
Health ie um 0.0 929 1,051 Ne 
Human Resources Development 103 201 eval 1,008 1,091 82 
Indian and Northern Development 323 348 had. 3,055 2,994 -2.0 
Industry and Regional Development 155 Sill L032 IS 13330 19% 
Veterans Affairs 130 140 LA 1,130 1263 11.8 
Other 234 S17. 355 1,695 O79 -0.9 
Total 1,234 1,630 32,1 10,665 10,834 1.6 
Payments to Crown corporations 
Canadian Broadcasting Corporation 133 82 -38.3 851 836 -1.8 
Canada Mortgage and Housing 
Corporation 235 [59 -31.8 522 1,419 -6.8 
Other 170 174 2.4 1,382 1,492 8.0 
Total 536 415 -22.6 5p) 28 3,747 -0.2 
Operating and capital expenditures 
Defence 839 906 8.0 G7S5 7,287 8.2 
All other departmental expenditures 2,102 Dai hs, oS 16,878 18,881 ie 
Total 2,941 3,204 8.9 23,613 26,168 10.8 
Total direct program spending 4.711 5,249 11.4 38,033 40,749 TA 
Total program expenditures 10,616 11,224 Sed) 86,975 92,068 a 
Public debt charges 3,206 2,803 -12.6 29.612 26,497 -10.5 
Total budgetary expenditures 135822 14,027 5S) 116,587 M1S.505 ee 
Memorandum item: 
Total transfers E39 7,605 6.5 62,133 4.3 


59,607 
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¢ Corporate income tax revenues were down 
$3.0 billion, or 18.1 per cent, primarily due 
to higher refunds pertaining to previous years’ 
taxes paid. 


e EI premium revenues were virtually unchanged, 
as lower premium rates offset the impact of the 
growth in the number of people employed and 
therefore paying premiums. 


¢ Excise taxes and duties increased by 
$4.5 billion, or 16.2 per cent, primarily 
reflecting higher GST revenues, customs import 
duties and tobacco excise taxes and duties, as 
well as the introduction of the Air Travellers 
Security Charge. GST revenues were up 
18.3 per cent compared to an increase in the 
applicable tax base—consumer expenditures— 
of about 6 per cent. The difference in growth 
rates is largely attributable to timing factors as 
well as a decline in refunds, which appears to be 
overstating the underlying increase in GST 
revenues. Traditionally, GST refunds move 
closely in line with the growth in gross GST 
collections. It is expected that GST revenues 
will be lower in January 2003 and that over the 
balance of the year, GST refunds will more 
closely reflect the changes in gross GST 
collections, bringing net GST revenues more 
in line with the growth in the applicable 
GST tax base. 


¢ Non-tax revenues were down 0.9 per cent 
from the same period last year. 


Over the first nine months of 2002-03, program 
spending increased by $5.1 billion, or 5.9 per cent, 
compared to the same period of 2001-02. 


¢ Transfers to persons were up 5.0 per cent, 
reflecting both higher elderly and EI benefits. 
The increase in elderly benefits reflects an 
increase in the number of people eligible to 
receive benefits as well as higher average 
benefits, which are adjusted quarterly to reflect 
changes in consumer prices. The increase in 
EI benefits is attributable to the lagged effects 
of the economic slowdown in 2001 and the 
impact of program enhancements, including 
the extension of and related changes to 
parental benefits. 


¢ Transfers to other levels of government were 
up 4.7 per cent due to higher cash transfers 
under the CHST. Entitlements under the fiscal 
transfer programs were unchanged, primarily 
reflecting the timing of payments. 


¢ Direct program spending increased by 
7.1 per cent. Subsidies and other transfers 
were up slightly. Payments to Crown 
corporations were down 0.2 per cent, primarily 
reflecting the timing of payments. Departmental 
and agency operating and capital spending 
was up 10.8 per cent, in part due to the 
implementation of initiatives announced in 
the December 2001 budget. 


Public debt charges declined by $3.1 billion, or 
10.5 per cent, reflecting a decline in the stock of 
interest-bearing debt as well as a lower average 
effective interest rate on that debt. 


Financial requirement of $6.8 billion 
(excluding foreign exchange transactions) 
for April to December 2002 


The budgetary balance is presented on a modified 
accrual basis of accounting, recording government 
liabilities when they are incurred, regardless of 
when the cash payment is made. In addition, 

the budgetary balance includes only those 
activities over which the Government has 
legislative control. 


In contrast, financial requirements/source measures 
the difference between cash coming in to the 
Government and cash going out. Financial 
requirements/source differs from the budgetary 
balance as the former includes transactions in 
loans, investments and advances, federal 
employees’ pension accounts, other specified 
purpose accounts, and changes in other financial 
assets and liabilities. These activities are included 
as part of non-budgetary transactions. The 
conversion from accrual to cash is also reflected 
in non-budgetary transactions. 
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Table 4 
The budgetary balance and financial requirements/source 


December April to December 
2001 2002 2001-02 2002-03 


($ millions) 


Budgetary balance (deficit/surplus) 1,859 2,941 15,142 1iet65 
Loans, investments and advances 
Crown corporations 70 90 499 344 
Other -199 -292 -1,131 -985 
Total -129 -202 -632 -641 
Specified purpose accounts 
Canada Pension Plan Account -94 -140 -2,041 -1,269 
Superannuation accounts 85 298 =1,425 -438 
Other -2] 9 57 -173 
Total -30 167 -3,409 -1,880 
Other transactions -3,307 -4.413 -11,651 -15,406 
Total non-budgetary transactions -3,466 -4,.448 -15,692 -17,927 
Financial requirements/source 
(excluding foreign exchange transactions) - 1,607 -1,507 -550 -6,762 
Foreign exchange transactions -142 741 -643 1,292 
Net financial balance -1,749 -766 -1,193 -5,470 
Table 5 
Net financial balance and net borrowings 
December April to December 
2001 2002 2001-02 2002-03 


($ millions) 
Net financial balance =749 -766 -1,193 -5,470 


Net increase (+)/decrease (-) in borrowings 
Payable in Canadian dollars 


Marketable bonds -6,663 -5,398 -5,860 -8,857 
Canada Savings Bonds ~1Q7 -3 -2,618 -1,657 
Treasury bills 800 -2,250 6,300 10,150 
Other =i at -22 -18 
Total ene ral -7,652 -2,200 -382 
Payable in foreign currencies 
Marketable bonds 0 5 -1,576 -1,589 
Notes and loans 0 -4] 
Canada bills -887 13 -3,007 -673 
Canada notes 0 0 -173 0 
Total -887 18 -4.797 -2,262 
Net change in borrowings , -6,858 -7,634 -6,997 -2,644 


Change in cash balance -8,607 -8,400 -8,190 -8,114 
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Non-budgetary transactions resulted in a net 
requirement of $17.9 billion in the first nine 
months of 2002-03, compared to a net requirement 
of $15.7 billion in the same period of 2001-02. 
Part of the higher requirement is attributable to 
lower transfers to the Tax Collection Accounts 

due to lower personal and corporate income tax 
revenues this year compared to the same period 

of 2001-02. In addition, the timing of receipts 
resulted in a higher requirement this year. 


As aresult, with a budgetary surplus of 

$11.2 billion and a net requirement of 

$17.9 billion from non-budgetary transactions, 
there was a financial requirement (excluding 
foreign exchange transactions) of $6.8 billion in 
the April to December 2002 period, compared to 
a requirement of $0.5 billion in the same period 
of 2001-02. 


Net financial requirement of $5.5 billion 
for April to December 2002 


Foreign exchange transactions represent all 
transactions in international reserves held in the 
Exchange Fund Account (EFA). The objectives of 
the EFA are to provide general foreign currency 
liquidity for the Government and promote orderly 
conditions in the foreign exchange market. 

The EFA contains foreign currency investments, 
the Government’s gold holdings and assets related 
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to Canada’s commitment to the International 
Monetary Fund (IMF). Increases in the level of the 
reserves through borrowings, contributions to the 
IMF, and/or selling of Canadian dollars represent 
a requirement. Conversely, decreases in the level 
of reserves represent a source of funds. Taking all 
of these factors into account, there was a net 
source of $1.3 billion in the first nine months of 
2002-03, compared to a net requirement of 

$0.6 billion in the same period of 2001-02. 


With a budgetary surplus of $11.2 billion, a net 
requirement of $17.9 billion from non-budgetary 
transactions and a net source of $1.3 billion from 
foreign exchange transactions, there was a net 
financial requirement of $5.5 billion in the 

April to December 2002 period, compared to a 
net requirement of $1.2 billion in the same 
period of 2001-02. 


Net borrowings down $2.6 billion 
for April to December 2002 


To finance this net financial requirement of 

$5.5 billion, the Government reduced its cash 
balances by $8.1 billion. This also allowed it to 
reduce its net borrowings by $2.6 billion. 

The level of cash balances varies from month to 
month based on a number of factors including 
periodic large debt maturities, which can be quite 
volatile on a monthly basis. 


Federal debt (accumulated deficit) 
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Note to readers: 


The Government has implemented full accrual accounting in its annual financial statements. However, 
the monthly financial results for the balance of fiscal year 2002—03 will remain on a modified accrual basis 
of accounting. Until the monthly results are on full accrual, Table 6 “Condensed statement of assets and 
liabilities” will not be presented. 


For additional copies or subscription inquiries, please contact the Distribution Centre at (613) 995-2855. 
For other inquiries about this publication, contact Peter DeVries at (613) 996-7397. 

Also available on the Internet (including advance tentative release dates) at www.fin.gc.ca. 

Ce document est également offert en francais. 
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Highlights 
January 2003: budgetary surplus of $18 million 


There was a budgetary surplus of $18 million in January 2003, compared to a surplus of $132 million 

in January 2002. On a year-over-year basis, budgetary revenues advanced by $471 million, or 3.4 per cent, 
while program spending was up $392 million, or 3.5 per cent, and public debt charges increased by 

$193 million, or 7.2 per cent. 


April 2002 to January 2003: budgetary surplus of $11.2 billion 

The budgetary surplus was estimated at $11.2 billion for the April 2002 to January 2003 period, down 
$4.1 billion from the surplus of $15.3 billion reported in the same period of 2001-02. The decline in the 
year-over-year surplus is largely attributable to developments affecting personal and corporate income tax 
revenues with respect to the 2001 tax year. This deterioration reflects the decline in the stock market in 
2001, which resulted in higher refunds and lower settlement payments in April and May 2002, and higher 
corporate income tax refunds, as corporations are applying losses experienced in 2001 to taxes paid 

in previous years. The results for 2002-03 are also affected by stronger-than-expected goods and services 
tax (GST) revenue growth, which is due to both timing factors and a decline in GST refunds. It is 
expected that over the balance of the year, GST refunds will more closely reflect changes in gross 
collections, bringing net GST revenues more in line with the growth in the applicable GST tax base. 


The monthly financial results are presented on a modified accrual basis of accounting. The Budget 2003 
estimate for the year as a whole was presented on a full accrual basis of accounting. Taking the accounting 
differences and the impact of the policy initiatives for 2002-03 proposed in the budget into consideration, 
the results to date are consistent with the expected outcome for 2002-03 as set out in Budget 2003. 

The Fiscal Monitor will present monthly results on a full accrual basis beginning with the April 2003 
Fiscal Monitor. 


Monthly surplus and deficit Revenues and expenditures 
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Table | 
Summary statement of transactions 


January April to January 


2002 2003 2001-02 2002-03 


Budgetary transactions 


($ millions) 


Revenues 
Program spending 


Operating surplus 


Public debt charges 
Budgetary balance (deficit/surplus) 
Non-budgetary transactions 


Financial requirements/source 
(excluding foreign exchange transactions) 


Foreign exchange transactions 
Net financial balance 

Net change in borrowings 

Net change in cash balances 


Cash balance at end of period 


13,908 14,379 145,638 144,108 
-11,109 -11,501 -98,083 -103,569 
2,199 2,878 47,555 40,539 
-2,667 -2,860 -32,280 =29 Soul 
132 18 S255 Iles 
949 2912 -14,746 -15,020 
1,081 22930 529 -3,838 
ey -1 -491 1,290 
-1,233 2,929 38 -2,548 
-1,781 -1,938 -8,780 -4,582 
-548 991 -8,742 -7,130 
4,442 4,822 


Note: Positive numbers indicate a net source of funds. Negative numbers indicate a net requirement for funds. 
Estimates for 2001-02 have been revised from those previously published. 


January 2003: budgetary results 


On a year-over-year basis, the budgetary 
surplus declined by $114 million to $18 million 
in January 2003. Budgetary revenues, however, 
increased by $0.5 billion, or 3.4 per cent. 


¢ Personal income tax revenues were up 
$0.3 billion, or 4.9 per cent, primarily due 
to higher deductions from employment income, 
reflecting the strong growth in employment. 


¢ Corporate income tax revenues were down 
marginally, as lower instalment payments 
were largely offset by lower refunds. 


¢ Employment insurance (EI) premium revenues 
were up $68 million, or 4.9 per cent, as the 
impact of the growth in the number of people 
employed and therefore paying premiums 
offset the effect of the decline in premium rates 
(the employee rate for 2003 is $2.10 per $100 of 
insurable earnings compared to $2.20 in 2002). 


* Excise taxes and duties were down marginally, 
as lower GST revenues more than offset 
increases in customs import duties and 
other excise taxes and duties, as well as the 
introduction of the Air Travellers Security 


Charge. The decline in net GST revenues is 
attributable to an increase in refunds, as gross 
collections increased, broadly in line with the 
increase in consumer expenditures. The increase 
in customs import duties is due to the timing of 
receipts between December and January, while 
the advance in other excise taxes and duties 
reflects the increase in tobacco taxes. 


¢ Non-tax revenues were up 3.2 per cent on 


a year-over-year basis. 


On a year-over-year basis, program spending was 
up $0.4 billion, or 3.5 per cent. 


¢ Transfers to persons declined 1.4 per cent, 


attributable to lower EI benefits, reflecting a 
decline in the number of persons unemployed. 
Elderly benefit payments were up 4.2 per cent. 


Transfers to other levels of government were 
up 6.6 per cent, primarily reflecting higher 
cash transfers under the Canada Health and 
Social Transfer (CHST). This increase reflects 
the September 2000 agreement reached by first 
ministers to increase base funding from 

$17.3 billion in 2001-02 to $18.6 billion 

in 2002-03. 
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Table 2 
Budgetary revenues 
January April to January 
2002 2003 Change 2001-02 2002-03 Change 
($ millions) (%) ($ millions) (%) 
Income taxes 
Personal income tax O55) 6,669 4.9 71,391 68,118 -4.6 
Corporate income tax 1,649 1,631 =i el 18,461 15,402 -16.6 
Other income tax revenue 554 665 20.0 3207 3,424 6.8 
Total income tax 8,558 8,965 4.8 93,059 86,944 -6.6 
Employment insurance 
premium revenues 1,374 1,442 4.9 14,371 14,474 OF 
Excise taxes and duties 
Goods and services tax 2,474 2,324 -6.1 21,664 25,024 | ae, 
Customs import duties 186 254 36.6 2A32 2,663 9.5 
Other excise taxes and duties 719 748 4.0 7,299 7,937 8.7 
Air Travellers Security Charge 30 295 
Total excise taxes and duties 3,379 5550 -0.7 31,395 35,919 14.4 
Total tax revenues real IS.763 3.4 138,825 1373337 -1.1 
Non-tax revenues 597 616 Se 6,813 6,771 -0.6 
Total budgetary revenues 13,908 14,379 3.4 145,638 144,108 -1.1 


¢ Direct program spending, consisting of total 
program spending less transfers to persons and 
other levels of government, was up $0.3 billion, 
or 5.7 per cent. The monthly fluctuations in this 
component are due in large part to the timing 
of payments. 


Public debt charges, on a year-over year basis, 
increased $0.2 billion, or 7.2 per cent, due to 
adjustments made to the 2001-02 estimates to 
bring them more in line with the final outcome 
for the year as a whole. 


April 2002 to January 2003: 
budgetary results 


Over the first 10 months of fiscal year 2002-03, 
the budgetary surplus was estimated at 

$11.2 billion, compared to a surplus of 

$15.3 billion reported in the same period of 
2001-02. This decline reflects lower budgetary 
revenues, largely attributable to developments 
related to the 2001 tax year, and higher program 
spending. In contrast, public debt charges 

were lower. 


Over the first 10 months of 2002-03, budgetary 
revenues were down $1.5 billion, or 1.1 per cent, 
on a year-over-year basis. Among the 

major components: 


e Personal income tax collections were down 
$3.3 billion, or 4.6 per cent. Virtually all of 
this decline is attributable to lower final tax 
payments and higher refunds with respect to the 
2001 tax year, reflecting weakness in the stock 
market and the associated lower net capital gains 
realizations. Quarterly instalment payments were 
also lower, as these payments are now largely 
based on tax liabilities for 2001. However, it 
should be noted that the results for the same 
period in 2001 were affected by the extraordinary 
stock market gains in 2000, which resulted in 
record final tax settlement payments in April and 
May 2001. On a full accrual basis of accounting, 
these impacts will be recorded in the year in 
which the taxable activity took place. The results 
to date were also dampened by the impact 
of the tax reduction measures announced in 
the February 2000 budget and October 2000 
Economic Statement and Budget Update. Partially 
offsetting these impacts were higher taxes 
associated with increases in employment income. 
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Table 3 
Budgetary expenditures 


January April to January 
2002 2003 Change 2001-02 2002-03 Change 
($ millions) (%) ($ millions) (%) 
Transfer payments to: 
Persons 
Elderly benefits 2,140 2,230 4.2 21,066 2 ST2 3.8 
Employment insurance benefits 1,548 1,407 -9.1 11,091 11,646 5.0 
Total 3,688 3:037 -1.4 S257) 335518 42 
Other levels of government 
Canada Health and Social Transfer 1447 L550 ee) 14,416 15,500 TS 
Fiscal transfers 1,034 1052 ley 10,397 10,431 0.3 
Alternative Payments for 
Standing Programs -233 -210 -9.9 -2,098 -2,101 0.1 
Total 2243 ZOOD 6.6 DORIS 23,830 49 
Direct program spending 
Subsidies and other transfers 
Agriculture 43 328 662.8 609 694 14.0 
Foreign Affairs 243 225 -7.4 1,411 1,285 -8.9 
Health 145 192 32,4 LOTS 1,244 Loe 
Human Resources Development 370 116 -68.6 Wes hiike) 1,207 -12.4 
Indian and Northern Development 299 393 Sica 3.394 3,388 1.0 
Industry and Regional Development fal 152 114.1 Pei33 1,482 aay 
Veterans Affairs 138 147 6.5 1,268 1,410 line 
Other 383 494 29.0 2,081 Ae 4.4 
Total 1,692 2,047 21.0 123359 12,882 42 
Payments to Crown corporations 
Canadian Broadcasting Corporation 65 78 20.0 916 914 -0.2 
Canada Mortgage and Housing 
Corporation 158 159 0.6 1,680 1,578 -6.1 
Other 205 164 -20.0 1,585 1655 4.4 
Total 428 401 -6.3 4,181 4,147 -0.8 
Operating and capital expenditures 
Defence 1,086 699 -35.6 7,820 7,986 2a 
All other departmental expenditures oT 2so2) Lo 18,851 21,206 2S 
Total 3,058 3,024 -1.1 26,671 29,192 9.5 
Total direct program spending 5,178 5,472 Ne) 43,211 46,221 10) 
Total program expenditures 11,109 iSO ee) 98,083 103,569 5.6 
Public debt charges 2,667 2,860 te 32,280 295357 -9.1 
Total budgetary expenditures 13,776 14,361 4.2 130,363 132,926 2.0 
Memorandum item: 
Total transfers 7,623 8,076 Sy) 67.231 70,230 4.5 
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¢ Corporate income tax revenues were down 
$3.1 billion, or 16.6 per cent, primarily due to 
higher refunds pertaining to previous years’ 
taxes paid. 


¢ EI premium revenues were virtually unchanged, 
as lower premium rates offset the impact of the 
growth in the number of people employed and 
therefore paying premiums. 


¢ Excise taxes and duties increased by 
$4.5 billion, or 14.4 per cent, primarily 
reflecting higher GST revenues, customs import 
duties and tobacco excise taxes and duties, as 
well as the introduction of the Air Travellers 
Security Charge. GST revenues were up 
15.5 per cent compared to an increase in the 
applicable tax base—consumer expenditures— 
of about 6 per cent. The difference in growth 
rates is largely attributable to refunds which, 
prior to January 2003, were lower than in the 
same period last year. Over the balance of the 
fiscal year, GST refunds are expected to more 
closely reflect the changes in gross GST 
collections, bringing net GST revenues more 
in line with the growth in the applicable 
GST tax base. 


¢ Non-tax revenues were down 0.6 per cent from 
the same period last year. 


Over the first 10 months of 2002-03, program 
spending increased by $5.5 billion, or 5.6 per cent, 
compared to the same period of 2001-02. 


¢ Transfers to persons were up 4.2 per cent, 
reflecting both higher elderly and EI benefits. 
The increase in elderly benefits reflects the 
increase in the number of people eligible 
to receive benefits as well as higher average 
benefits, which are adjusted quarterly to reflect 
changes in consumer prices. The increase in 
EI benefits is attributable to the lagged effects 
of the economic slowdown in 2001 and the 
impact of program enhancements, including 
the extension of and related changes to 
parental benefits. 


* Transfers to other levels of government were up 
4.9 per cent due to higher cash transfers under 
the CHST. Entitlements under the fiscal transfer 
programs were unchanged, primarily reflecting 
the timing of payments. 


¢ Direct program spending increased by 
7.0 per cent. Subsidies and other transfers 
were up 4.2 per cent, primarily due to higher 
payments to farmers and veterans as well as 
increased transfers to the granting councils for 
university research activities. Payments to 
Crown corporations were down slightly, 
primarily reflecting the timing of payments. 
Departmental and agency operating and capital 
spending was up 9.5 per cent, in part due to the 
implementation of initiatives announced in 
the December 2001 budget. 


Public debt charges declined by $2.9 billion, 

or 9.1 per cent, reflecting a decline in the stock 
of interest-bearing debt as well as a lower average 
effective interest rate on that debt. 


Financial requirement of $3.8 billion 
(excluding foreign exchange transactions) 
for April 2002 to January 2003 


The monthly budgetary balance in The Fiscal 
Monitor continues to be presented on a modified 
accrual basis of accounting, recording government 
liabilities when they are incurred, regardless of 
when the cash payment is made. In addition, the 
budgetary balance includes only those activities 
over which the Government has legislative control. 


In contrast, financial requirements/source measures 
the difference between cash coming in to the 
Government and cash going out. Financial 
requirements/source differs from the budgetary 
balance as the former includes transactions 

in loans, investments and advances, federal 
employees’ pension accounts, other specified 
purpose accounts, and changes in other financial 
assets and liabilities. These activities are included 
as part of non-budgetary transactions. The 
conversion from accrual to cash is also reflected 
in non-budgetary transactions. Non-budgetary 
transactions resulted in a net requirement of 
$15.0 billion in the first 10 months of 2002-03, 
compared to a net requirement of $14.7 billion 

in the same period of 2001-02. 


As a result, with a budgetary surplus of 

$11.2 billion and a net requirement of $15.0 billion 
from non-budgetary transactions, there was a 
financial requirement (excluding foreign exchange 
transactions) of $3.8 billion in the April 2002 to 
January 2003 period, compared to a source of 

$0.5 billion in the same period of 2001-02. 
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Table 4 


The budgetary balance and financial requirements/source 


January April to January 
2002 2003 2001-02 2002-03 
($ millions) 
Budgetary balance (deficit/surplus) 132 18 lls EP AE) 11 E82 
Loans, investments and advances 
Crown corporations 46 10 544 354 
Other -208 -353 -1,338 -1,338 
Total -162 -343 -794 -984 
Specified purpose accounts 
Canada Pension Plan Account 320 344 =1,720 -924 
Superannuation accounts -789 -175 =) 213 -614 
Other 50 338 106 165 
Total -419 507 -3,827 -1,373 
Other transactions 1,530 2,748 -10,125 -12,663 
Total non-budgetary transactions 949 PASS 22 -14,746 -15,020 
Financial requirements/source 
(excluding foreign exchange transactions) 1,081 aU) ay) -3,838 
Foreign exchange transactions 152 -| -49] 1290 
Net financial balance 238 2929 38 -2,548 
Table 5 
Net financial balance and net borrowings 
January April to January 
2002 2003 2001-02 2002-03 
($ millions) 
Net financial balance 122335 2,929 38 -2,548 
Net increase (+)/decrease (-) in borrowings 
Payable in Canadian dollars 
Marketable bonds 364 -460 -5,497 -9,317 
Canada Savings Bonds -118 -44 -2,737 -1,701 
Treasury bills -1,200 -1,350 5,100 8,800 
Other -25 -| -47 -19 
Total -979 -1,855 -3,181 -2,237 
Payable in foreign currencies 
Marketable bonds 0 9 -1,576 -1,579 
Notes and loans -473 -514 
Canada bills -329 -92 -3,336 -766 
Canada notes 0 0 -173 0 
Total -802 -83 00 -2,345 
Net change in borrowings -1,781 -1,938 -8,780 -4,582 
Change in cash balance -548 el -8,742 -7,130 
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Net financial requirement of $2.5 billion 
for April 2002 to January 2003 


Foreign exchange transactions represent all 
transactions in international reserves held in the 
Exchange Fund Account (EFA). The objectives 

of the EFA are to provide general foreign currency 
liquidity for the Government and promote orderly 
conditions in the foreign exchange market. 

The EFA contains foreign currency investments, 
the Government’s gold holdings and assets related 
to Canada’s commitment to the International 
Monetary Fund (IMF). Increases in the level of the 
reserves through borrowings, contributions to the 
IMF, and/or selling of Canadian dollars represent a 
requirement. Conversely, decreases in the level of 
reserves represent a source of funds. Taking all of 
these factors into account, there was a net source 
of $1.3 billion in the first 10 months of 2002-03, 
compared to a net requirement of $0.5 billion in 
the same period of 2001-02. 


Budgetary balance 
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With a budgetary surplus of $11.2 billion, a net 
requirement of $15.0 billion from non-budgetary 
transactions and a net source of $1.3 billion from 
foreign exchange transactions, there was a net 
financial requirement of $2.5 billion in the 

April 2002 to January 2003 period, compared 

to a net source of $38 million in the same period 
of 2001-02. 


Net borrowings down $4.6 billion 
for April 2002 to January 2003 


To finance this net financial requirement 

of $2.5 billion, the Government reduced its cash 
balances by $7.1 billion. This also allowed it to 
reduce its net borrowings by $4.6 billion. The 
level of cash balances varies from month to month 
based on a number of factors including periodic 
large debt maturities, which can be quite volatile 
on a monthly basis. 


Federal debt (accumulated deficit) 
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Note to readers: 


The Government has implemented full accrual accounting in its annual financial statements. However, 
the monthly financial results for the balance of fiscal year 2002-03 will remain on a modified accrual basis 


of accounting. Until the monthly results are on full accrual, Table 6 “Condensed statement of assets and 
liabilities” will not be presented. 


For additional copies or subscription inquiries, please contact the Distribution Centre at (613) 995-2855. 
For other inquiries about this publication, contact Peter DeVries at (613) 996-7397. 

Also available on the Internet (including advance tentative release dates) at www.fin.gc.ca. 

Ce document est également offert en frangais. 
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Highlights 


February 2003: budgetary surplus of $3.6 billion 


There was a budgetary surplus of $3.6 billion in February 2003, down $0.6 billion from the surplus of 
$4.2 billion in February 2002. A large surplus was expected in February, as these results include the final 
corporate income tax settlement payments from corporations whose taxation year ends on December 31. 
On a year-over-year basis, budgetary revenues increased by $0.3 billion, or 1.9 per cent, program 
spending increased by $1.1 billion, or 11.6 per cent, while public debt charges declined by $0.2 billion, 
or 5.0 per cent. 


April 2002 to February 2003: budgetary surplus of $14.8 billion 


The budgetary surplus was estimated at $14.8 billion for the April 2002 to February 2003 period, down 
$4.7 billion from the surplus of $19.5 billion reported in the same period of 2001-02. The decline in 

the year-over-year surplus is largely attributable to developments affecting personal and corporate income 
tax revenues with respect to the 2001 tax year. This deterioration reflects the decline in the stock market in 
2001, which resulted in higher refunds and lower settlement payments in April and May 2002, and higher 
corporate income tax refunds and lower final settlement payments, as corporations are applying losses 
experienced in 2001 to taxes paid in previous years or owing in 2002. 


The monthly financial results are presented on a modified accrual basis of accounting. The Budget 2003 
estimate for the year as a whole was presented on a full accrual basis of accounting. Taking into 
consideration the normal fiscal developments over the balance of the year, the accounting differences and 
the impact of the policy initiatives for 2002-03 proposed in the budget, including the $2.5-billion Canada 
Health and Social Transfer (CHST) supplement, the $1.5-billion Diagnostic/Medical Equipment Fund, 
$0.6 billion for health information technology and $0.5 billion to the Canada Foundation for Innovation, 
the results to date are consistent with the expected outcome for 2002-03 as set out in Budget 2003. The 
Fiscal Monitor will present monthly results on a full accrual basis beginning with the April 2003 Monitor. 


Monthly surplus and deficit Revenues and expenditures 
(April 2002 to February 2003) 
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Table 1 
Summary statement of transactions 


February April to February 
2002 2003 2001-02 2002-03 


($ millions) 


Budgetary transactions 


Revenues 16,866 17,194 162,505 161,300 
Program spending -9.617 -10,736 -107,701 -114,303 
Operating surplus 7,249 6,458 54,804 46,998 
Public debt charges LB VOD. SOS ae Bee Ie Deo 
Budgetary balance (deficit/surplus) A227 3,586 19,502 14,766 
Non-budgetary transactions -1,389 -365 -16,134 -15,380 
Financial requirements/source 
(excluding foreign exchange transactions) 2,838 S221 3,368 -614 
Foreign exchange transactions -626 3,042 -1,117 4,332 
Net financial balance 2oNZ 6,263 PS DES | 3,718 
Net change in borrowings 5322 -5,143 -5,457 -9,726 
Net change in cash balances 5,534 1,120 -3,206 -6,008 
Cash balance at end of period 9,974 50408 


Note: Positive numbers indicate a net source of funds. Negative numbers indicate a net requirement for funds. 
Estimates for 2001-02 have been revised from those previously published. 


February 2003: budgetary results ¢ Excise taxes and duties were up $0.3 billion, 
or 9.5 per cent, as higher goods and services 
tax (GST) revenues and other excise taxes 
and duties, as well as the introduction of the 
Air Travellers Security Charge, more than 


On a year-over-year basis, the budgetary 
surplus declined by $0.6 billion to $3.6 billion 
in February 2003. 


Budgetary revenues increased by $0.3 billion, offset a decline in customs import duties. 

or 1.9 per cent. Among the various revenue * Non-tax revenues were down slightly on 

components: a year-over-year basis. 

¢ Personal income tax revenues were up On a year-over-year basis, program spending was 
$0.7 billion, or 11.7 per cent, primarily due up $1.1 billion, or 11.6 per cent. 


to higher deductions from employment income, 


¢ Transfers to persons increased $0.2 billion, or 
reflecting the strong growth in employment. 


5.3 per cent, due to both higher EI and elderly 
benefits. The increase in EI benefits reflects the 
timing of payments, reversing the year-over-year 
decline in January. 


¢ Corporate income tax revenues were down 
$0.9 billion, or 18.7 per cent, primarily 
reflecting the application of losses incurred 
in 2001, thereby reducing taxes owing with 


respect to the 2002 tax year. ¢ Transfers to other levels of government were up 


$0.1 billion, or 6.5 per cent, primarily reflecting 
higher cash transfers under the CHST. This 
increase reflects the September 2000 agreement 
reached by first ministers to increase base 
funding from $17.3 billion in 2001-02 to 

$18.6 billion in 2002-03. 


¢ Employment insurance (ED) premium revenues 
were up $0.1 billion, or 7.7 per cent, as the 
impact of the growth in the number of people 
employed and therefore paying premiums 
more than offset the effect of the decline in 
premium rates (the employee rate for 2003 is 
$2.10 per $100 of insurable earnings compared 
to $2.20 in 2002). 
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Table 2 
Budgetary revenues 
February April to February 
2002 2003 Change 2001-02 2002-03 Change 
($ millions) (%) ($ millions) (%) 
Income taxes 
Personal income tax 6,142 6,862 ey Iie 74,980 -3.3 
Corporate income tax 4,903 3,986 -18.7 23.305 19,388 -17.0 
Other income tax revenue Las 302 IANS) 3,383 Bw26 FOF 
Total income tax 1222.0 11,150 -0.6 104,280 98,094 -5.9 
Employment insurance 
premium revenues 1,815 955 Shia 16,186 16,428 i) 
Excise taxes and duties 
Goods and services tax 2,028 2 ey. 123 23,693 27,299 Lez 
Customs import duties 328 268 -18.6 2,760 2,931 6.2 
Other excise taxes and duties 642 697 8.6 7,941 8,633 8.7 
Air Travellers Security Charge 42 331 
Total excise taxes and duties 2,998 3,284 9.5 34,394 39,200 14.0 
Total tax revenues 16,033 16,389 MD) 154,860 153,722 -0.7 
Non-tax revenues 833 805 -3.2 7,645 Tei ke -0.9 
Total budgetary revenues 16,866 17,194 150 162,505 161,300 -0.7 


¢ Direct program spending, consisting of total 
program spending less transfers to persons and 
other levels of government, was up $0.8 billion, 
or 20.0 per cent. Nearly half of this increase 
was attributable to higher transfers to the Crop 
Reinsurance Fund. The monthly fluctuations 
in this component are due in large part to the 
timing of payments. 


Public debt charges, on a year-over-year basis, 

_ declined $0.2 billion, or 5.0 per cent, due to 

_ a decline in the stock of interest-bearing debt as 
_ well as a lower average effective interest rate 

_ on that debt. 


| April 2002 to February 2003: 
_ budgetary results 


Over the first 11 months of fiscal year 2002-03, the 
budgetary surplus was estimated at $14.8 billion, 

_ compared to a surplus of $19.5 billion reported in 
the same period of 2001-02. This decline reflects 

_ lower budgetary revenues, largely attributable to 
developments related to the 2001 tax year, and 
higher program spending. In contrast, public debt 

_ charges were lower. 


Over the first 11 months of 2002-03, budgetary 
revenues were down $1.2 billion, or 0.7 per cent, 
on a year-over-year basis. Among the major 
components: 


¢ Personal income tax collections were down 
$2.6 billion, or 3.3 per cent. Virtually all 
of this decline is attributable to lower final tax 
payments and higher refunds with respect to 
the 2001 tax year, reflecting weakness in the 
stock market and the associated lower net 
capital gains realizations. Quarterly instalment 
payments were also lower, as these payments 
are now largely based on tax liabilities for 2001. 
However, it should be noted that the results for 
the same period in 2001 were affected by the 
extraordinary stock market gains in 2000, which 
resulted in record final tax settkement payments 
in April and May 2001. On a full accrual basis 
of accounting, these impacts will be recorded in 
the year in which the taxable activity took place. 
The results to date were also dampened by the 
impact of the tax reduction measures announced 
in the February 2000 budget and October 2000 
Economic Statement and Budget Update. Partially 
offsetting these impacts were higher taxes 
associated with increases in employment income. 
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Table 3 
Budgetary expenditures 


February April to February 
2002 2003 Change 2001-02 2002-03 Change 
($ millions) (%) ($ millions) (%) 
Transfer payments to: 
Persons 
Elderly benefits 2,140 PIG ihe 4.3 D201 24,106 oe 
Employment insurance benefits PZe2 We 2 70 este 13,018 522: 
Total 3,422 3,605 Ds 35,580 37,124 4.3 
Other levels of government 
Canada Health and Social Transfer 1,442 ligase) HES 15,858 17,050 Fives 
Fiscal transfers 1,036 1,052 5 11,433 11,484 0.4 
Alternative Payments for 
Standing Programs -233 -210 -9.9 =) 551 2,312 -0.8 
Total 2,245 2,292 6.5 24,960 20,222 Set 
Direct program spending 
Subsidies and other transfers 
Agriculture 106 505 376.4 ype) 1,200 67.8 
Foreign Affairs 195 230 48.4 1505 [Veo Be) -3.2 
Health 95 104 2) 1,170 1,348 [32 
Human Resources Development 167 106 -36.5 1,546 1313 =[[5), Il 
Indian and Northern Development 245 308 25ai 3,600 3,697 2 
Industry and Regional Development 138 107 -22.5 hs 2 | kone 202 
Veterans Affairs 134 145 8.2 1402 [3555 10.9 
Other 153 136 -11.1 2,235 PENG) 3.4 
Total 19S 1,641 3/20 [3,555 14,527 72 
Payments to Crown corporations 
Canadian Broadcasting Corporation 50 80 60.0 966 994 29 
Canada Mortgage and Housing 
Corporation fs) 170 1267 ios 1,748 -0.4 
Other 86 221 Hk) (08) ous 1,877 123 
Total Ziel 47] Zoe 4,392 4,619 2 
Operating and capital expenditures 
Defence 68 | (ey 16.3 8,502 8,777 S32 
All other departmental expenditures 1,865 1,835 -1.6 20,712 23,034 12 
Total 2,546 2,020 32 29,214 3801 8.9 
Total direct program spending 3,950 4,739 20.0 47,161 50,957 8.0 
Total program expenditures 9,617 10,736 11.6 107,701 114,303 6.1 
Public debt charges 3,022 2ST -5.0 33,502 322231 -8.7 
Total budgetary expenditures 12,639 13,608 ey 143,003 146,534 2S 
Memorandum item: 
Total transfers 6,860 7,638 Li 74,095 77,873 Dall 
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¢ Corporate income tax revenues were down 
$4.0 billion, or 17.0 per cent. This is primarily 
attributable to higher refunds pertaining to 
previous years’ taxes paid and lower taxes paid 
in the February 2003 settlement period, as a 
number of corporations reduced their 2002 tax 
liability by applying losses incurred in 2001. 


¢ El premium revenues were up $0.2 billion, 
1.5 per cent, as the impact of lower premium 
rates was more than offset by the impact of 
increases in employment and, therefore, more 
people paying premiums. 

* Excise taxes and duties increased by 
$4.8 billion, or 14.0 per cent, primarily 
reflecting higher GST revenues, customs import 
duties and tobacco excise taxes and duties, 
as well as the introduction of the Air Travellers 
Security Charge. GST revenues were up 
15.2 per cent compared to an increase in the 
applicable tax base—consumer expenditures— 
of about 6 per cent. Although the growth in 
gross GST revenues is broadly in line with 
the increase in the applicable tax base, refunds 
are virtually unchanged from the same period 
last year. 


¢ Non-tax revenues were down 0.9 per cent 
from the same period last year. 


Over the first 11 months of 2002-03, program 
spending increased by $6.6 billion, or 6.1 per cent, 
compared to the same period of 2001-02. 


¢ Transfers to persons were up $1.5 billion, or 
4.3 per cent, reflecting both higher elderly and 
EI benefits. The increase in elderly benefits 
reflects the increase in the number of people 
eligible to receive benefits as well as higher 
average benefits, which are adjusted quarterly to 
reflect changes in consumer prices. The increase 
in EI benefits is attributable to the lagged effects 
of the economic slowdown in 2001 and the 
impact of program enhancements, including 
the extension of and related changes to 
parental benefits. 


¢ Transfers to other levels of government were 
up $1.3 billion, or 5.1 per cent, due to higher 
cash transfers under the CHST. Entitlements 
under the fiscal transfer programs were virtually 
unchanged, primarily reflecting the timing 
of payments. 


* Direct program spending increased by 
$3.8 billion, or 8.0 per cent. Subsidies and other 
transfers were up 7.2 per cent, primarily due to 
higher payments to farmers and veterans as well 
as increased transfers to the granting councils 
for university research activities. Payments 
to Crown corporations were up 5.2 per cent. 
Departmental and agency operating and capital 
spending was up 8.9 per cent, in part due to 
the implementation of initiatives announced in 
the December 2001 budget. 


Public debt charges declined by $3.1 billion, 

or 8.7 per cent, reflecting a decline in the stock 
of interest-bearing debt as well as a lower average 
effective interest rate on that debt. 


Financial requirement of $0.6 billion 
(excluding foreign exchange transactions) 
for April 2002 to February 2003 


The budgetary balance in The Fiscal Monitor 

is presented on a modified accrual basis of 
accounting, recording government liabilities when 
they are incurred, regardless of when the cash 
payment is made. In addition, the budgetary 
balance includes only those activities over which 
the Government has legislative control. 


In contrast, financial requirements/source measures 
the difference between cash coming in to the 
Government and cash going out. Financial 
requirements/source differs from the budgetary 
balance as the former includes transactions 

in loans, investments and advances, federal 
employees’ pension accounts, other specified 
purpose accounts, and changes in other financial 
assets and liabilities. These activities are included 
as part of non-budgetary transactions. The 
conversion from accrual to cash is also reflected 
in non-budgetary transactions. Non-budgetary 
transactions resulted in a net requirement of 
$15.4 billion in the first 11 months of 2002-03, 
compared to a net requirement of $16.1 billion 

in the same period of 2001-02. 


As a result, with a budgetary surplus of 

$14.8 billion and a net requirement of $15.4 billion 
from non-budgetary transactions, there was a 
financial requirement (excluding foreign exchange 
transactions) of $0.6 billion in the April 2002 

to February 2003 period, compared to a source 

of $3.4 billion in the same period of 2001-02. 
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Table 4 


The budgetary balance and financial requirements/source 


February April to February 
2002 2003 2001-02 2002-03 
($ millions) 
Budgetary balance (deficit/surplus) ADD) 3,586 19,502 14,766 
Loans, investments and advances 
Crown corporations 7 0 551 354 
Other 182 310 -1,157 -1,027 
Total 189 310 -606 -673 
Specified purpose accounts 
Canada Pension Plan Account 1,032 Shs) -689 -10 
Superannuation accounts -194 61 -2,408 -552 
Other 91 -49 197 116 
Total 929 927 -2,900 -446 
Other transactions -2,507 -1,602 -12,629 -14,261 
Total non-budgetary transactions -1,389 -365 -16,134 -15,380 
Financial requirements/source 
(excluding foreign exchange transactions) 2,838 35221 3,368 -614 
Foreign exchange transactions -626 3,042 =a 4,332 
Net financial balance PID 6,263 225) 3,118 
Table 5 
Net financial balance and net borrowings 
February April to February 
; 2002 2003 2001-02 2002-03 
($ millions) 
Net financial balance PEIN 6,263 PEI iM| 3,71 
Net increase (+)/decrease (-) in borrowings 
Payable in Canadian dollars 
Marketable bonds 2,982 1,190 lS -8,127 
Canada Savings Bonds -133 -96 -2,870 -1,797 
Treasury bills 600 -3,050 5,700 5,750 
Other -17 ~ -63 19 
Total 3,432 -1,956 2a -4,193 
Payable in foreign currencies 
Marketable bonds 0 -3,188 15576 -4,768 
Notes and loans 0 -514 
Canada bills 48 | BRORS -765 
Canada notes -158 0 -331 0 
Total -110 -3,187 -5,709 -5,538 
Net change in borrowings 3399 25143 25 457 -9,726 
Change in cash balance 5,534 120 -3,206 -6,008 
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Net financial source of $3.7 billion 
for April 2002 to February 2003 


Foreign exchange transactions represent all 
transactions in international reserves held in the 
Exchange Fund Account (EFA). The objectives 

of the EFA are to provide general foreign currency 
liquidity for the Government and promote orderly 
conditions in the foreign exchange market. The 
EFA contains foreign currency investments, the 
Government’s gold holdings and assets related 

to Canada’s commitment to the International 
Monetary Fund (IMF). Increases in the level of the 
reserves through borrowings, contributions to the 
IMF, and/or selling of Canadian dollars represent 
a requirement. Conversely, decreases in the level 
of reserves represent a source of funds. Taking 

all of these factors into account, there was a net 
source of $4.3 billion in the first 11 months 

of 2002-03, compared to a net requirement of 
$1.1 billion in the same period of 2001-02. 


Budgetary balance 
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With a budgetary surplus of $14.8 billion, a net 
requirement of $15.4 billion from non-budgetary 
transactions and a net source of $4.3 billion from 
foreign exchange transactions, there was a net 
financial source of $3.7 billion in the April 2002 
to February 2003 period, compared to a net source 
of $2.3 billion in the same period of 2001-02. 


Net borrowings down $9.7 billion 
for April 2002 to February 2003 


With this net financial source of $3.7 billion 

and a reduction in cash balances of $6.0 billion, 
the Government reduced its net borrowings by 
$9.7 billion. The level of cash balances varies 
from month to month based on a number of factors 
including periodic large debt maturities, which 

can be quite volatile on a monthly basis. 


Federal debt (accumulated deficit) 
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Note to readers: 


The Government has implemented full accrual accounting in its annual financial statements. However, 
the monthly financial results for the balance of fiscal year 2002-03 will remain on a modified accrual basis 


of accounting. Until the monthly results are on full accrual, Table 6 “Condensed statement of assets and 
liabilities” will not be presented. 


For additional copies or subscription inquiries, please contact the Distribution Centre at (613) 995-2855. 
For other inquiries about this publication, contact Peter DeVries at (613) 996-7397. 

Also available on the Internet (including advance tentative release dates) at www.fin.gc.ca. 

Ce document est également offert en francais. 
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Highlights 


March 2003: budgetary deficit of $4.4 billion 


There was a budgetary deficit of $4.4 billion in March 2003, down $0.4 billion from the deficit of $4.8 billion 
in March 2002. A large deficit was expected in March, as these results are affected by the inclusion of personal 
income tax refunds relating to the previous taxation year. On a year-over-year basis, budgetary revenues 
increased by $0.6 billion, or 4.9 per cent, program spending declined by $0.1 billion, or 0.8 per cent, while 
public debt charges increased by $0.2 billion, or 8.2 per cent. 


April 2002 to March 2003: budgetary surplus of $10.4 billion 


The budgetary surplus was estimated at $10.4 billion for the April 2002 to March 2003 period, down 

$4.3 billion from the surplus of $14.7 billion reported in the same period of 2001-02. The decline in the year- 
over-year surplus is largely attributable to developments affecting personal and corporate income tax revenues 
with respect to the 2001 tax year. This deterioration reflects the decline in the stock market in 2001, which 
resulted in higher refunds and lower settlement payments in April and May 2002, and higher corporate income 
tax refunds and lower final settlement payments, as corporations are applying losses experienced in 2001 to 
taxes paid in previous years or owing in 2002. 


These are not the final results for the 2002-03 fiscal year. Still to come are the regular end-of-year adjustments, 
which incorporate the costs of liabilities incurred during the fiscal year for which no payments were made in 
2002-03. This year these will include initiatives proposed in the February 2003 budget, including the $2.5-billion 
Canada Health and Social Transfer (CHST) supplement, the $1.5-billion Diagnostic/Medical Equipment Fund, 
$0.6 billion for health information technology and $0.5 billion to the Canada Foundation for Innovation, which 
will be charged to the 2002-03 fiscal year, pending passage of the budget legislation currently before Parliament. 
In addition, the monthly financial results to date for both 2001-02 and 2002-03 have been presented on a modified 
accrual basis of accounting. The 2003 budget estimates for these years as a whole were presented on a full accrual 
basis of accounting, and the final fiscal results for 2002—03 will be presented on a full accrual basis. 


In 2001-02 end-of-year adjustments and the impact of moving to full accrual accounting reduced the budgetary 
surplus for the April 2001 to March 2002 period from $14.7 billion to $8.2 billion at fiscal year end. Taking these 
factors into consideration, the results to date are consistent with the expected outcome for 2002-03, as set out in 
the 2003 budget. Final results for 2002-03 will be released in the fall of 2003. 


Revenues and expenditures 
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Table 1 
Summary statement of transactions 


March April to March 


2002 2003 2001-02 2002-03 


Budgetary transactions 
Revenues 


Program spending 

Operating surplus 

Public debt charges 

Budgetary balance (deficit/surplus) 
Non-budgetary transactions 


Financial requirements/source 
(excluding foreign exchange transactions) 


Foreign exchange transactions 
Net financial balance 

Net change in borrowings 

Net change in cash balances 


Cash balance at end of period 


($ millions) 


11,624 12,189 174,129 173,490 
=13,669 -13,558 -121,369 -127,862 
-2,045 -1,369 52,760 45,628 
-2,757 -2,982 -38,059 -35;219 
-4,802 -4,351 14,701 10,415 
7,244 6,970 -8,894 -8,416 
2,442 22019 5,807 1,999 
-732 -421 -1,849 3.912 
1,710 21s 3998 5,9 ER 
267 6,606 -5,189 -3,119 
OTe, 8,804 -1,231 PLT) S): 
11,950 14,740 


Note: Positive numbers indicate a net source of funds. Negative numbers indicate a net requirement for funds. 
Estimates for 2001-02 have been revised from those previously published. 


March 2003: budgetary results 


The budgetary deficit was $4.4 billion in 

March 2003, an improvement of $0.4 billion from 
March 2002. This improvement is attributable to 
the timing of receipts between February and March 
and the inclusion in the March 2002 results of a 
number of policy initiatives announced in the 
December 2001 budget. 


Budgetary revenues increased by $0.6 billion, or 
4.9 per cent, primarily due to stronger advances in 
personal and corporate income tax revenues. 
Among the various revenue components: 


* Personal income tax revenues were up 
$0.4 billion, or 9.0 per cent, due to higher 
deductions from employment income, 
reflecting the strong growth in employment, 
and a decline in refunds. 


* Corporate income tax revenues were up 
$0.6 billion, or 50.3 per cent, reversing most 
of the year-over-year decline in the previous 
month. This reflects the timing of receipts. 


¢ Employment insurance (EI) premium revenues 
were virtually unchanged, as the impact of the 
growth in the number of people employed and 
therefore paying premiums was offset by the 
decline in premium rates (the employee rate for 
2003 is $2.10 per $100 of insurable earnings 
compared to $2.20 in 2002). 


* Excise taxes and duties were down $0.4 billion, 
or 16.7 per cent, due to higher goods and 
services tax (GST) refunds. Net GST revenues 
were down $0.6 billion, or 36.3 per cent. In 
contrast, customs import duties and other excise 
taxes and duties were somewhat higher. 


* Non-tax revenues were down slightly on a 
year-over-year basis. 


On a year-over-year basis, program spending was 
down $0.1 billion, or 0.8 per cent. This decline is 
attributable to the impact of new policy initiatives 
announced in the December 2001 budget, which 
were included in the March 2002 results. In 
contrast, the new initiatives proposed in the 
February 2003 budget, totalling $5.2 billion, will 
be included as part of the end-of-year adjustments, 
pending passage of the budget legislation. 


| 


The Fiscal Monitor 


Table 2 
Budgetary revenues 
March April to March 
2002 2003 Change 2001-02 2002-03 Change 
. ($ millions) (%) ($ millions) (%) 
Income taxes 
Personal income tax 4,228 4,609 9.0 81,760 79,589 -2.7 
Corporate income tax D272 1,912 50.3 2A O37 21,300 -13.5 
Other income tax revenue 655 634 a3. 4,038 4,360 8.0 
Total income tax G1) TEES) L6c2 110,435 105,249 -4,7 
Employment insurance 
premium revenues 1,774 ELS 0.1 17,960 18,203 1.4 
Excise taxes and duties 
Goods and services tax 1,582 1,007 -36.3 25,215 28,307 12.0 
Customs import duties 220 272 23.6 2,979 3.203 es: 
Other excise taxes and duties 700 763 9.0 8,641 9,398 8.8 
Air Travellers Security Charge 42 O79 
Total excise taxes and duties 2502 2,084 -16.7 36,895 41,287 11.9 
Total tax revenues 10,431 11,014 56 165,290 164,739 -0.3 
Non-tax revenues 1,193 LL75 -1.5 8,839 Ser t -1.0 
Total budgetary revenues 11,624 12,189 4.9 174,129 173,490 -0.4 


¢ Transfers to persons increased $0.2 billion, or 
4.9 per cent, attributable to both higher EI and 
elderly benefits. 


¢ Transfers to other levels of government were up 
$0.2 billion, or 12.3 per cent, reflecting higher 
entitlements under both the CHST and fiscal 
transfer programs. The increase in the CHST 
reflects the September 2000 agreement reached 
by first ministers to increase base funding from 
$17.3 billion in 2001-02 to $18.6 billion in 
2002-03. 


¢ Direct program spending, consisting of total 
program spending less transfers to persons and 
other levels of government, was down 
$0.5 billion, or 6.5 per cent. Subsidies and 
other transfers declined $0.3 billion, primarily 
due to the impact of the December 2001 budget 
initiatives on the March 2002 results. Defence 
spending was also lower due to incremental 
costs in March 2002 for security measures. 


_ Public debt charges, on a year-over year basis, 
were up $0.2 billion, or 8.2 per cent, due to an 
increase in the stock of interest-bearing debt. 


April 2002 to March 2003: 
budgetary results 


Over the April 2002 to March 2003 period, the 
budgetary surplus was estimated at $10.4 billion, 
compared to a surplus of $14.7 billion reported in 
the same period of 2001-02. This decline reflects 
lower budgetary revenues, largely attributable to 
developments related to the 2001 tax year, and 
higher program spending. In contrast, public debt 
charges were lower. 


Over the April 2002 to March 2003 period, 
budgetary revenues were down $0.6 billion, or 
0.4 per cent, on a year-over-year basis. Among 
the major components: 


¢ Personal income tax collections were down 
$2.2 billion, or 2.7 per cent. Virtually all of 
this decline is attributable to lower final tax 
payments and higher refunds with respect to the 
2001 tax year, reflecting weakness in the stock 
market and the associated lower net capital 
gains realizations. Quarterly instalment 
payments were also lower, as these payments 
are now largely based on tax liabilities for 2001. 
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Table 3 
Budgetary expenditures 


March April to March 
2002 2003 Change 2001-02 2002-03 Change 
($ millions) (%) ($ millions) (%) 
Transfer payments to: 
Persons 
Elderly benefits 21ST 2,238 3.8 25,364 26,344 3.9 
Employment insurance benefits 1,479 E516 6.6 13,852 14,594 5.4 
Total 3,636 3,814 4.9 SPINS) 40,938 4.4 
Other levels of government 
Canada Health and Social Transfer 1,442 1550 Hee 17,300 18,600 WS 
Fiscal transfers a3 820 15.0 12,146 12,304 hes 
Alternative Payments for 
Standing Programs -232 -210 -9.5 -2,563 22 522 -1.6 
Total O23 2,160 |e 8 26,883 283382 a6 
Direct program spending 
Subsidies and other transfers 
Agriculture 84 193 129.8 798 15393 74.6 
Foreign Affairs 566 742 sled DAot 2,250 59 
Health Sly, 163 -48.6 1,486 ein iy) 
Human Resources Development 165 138 -16.4 Al 1,451 -15.2 
Indian and Northern Development 345 454 31.6 3,944 4,151 Dye 
Industry and Regional Development 836 370 -55.7 PEN ea 1,959 -9.2 
Veterans Affairs 144 139 -3.5 1,547 1,694 os 
Other 583 492 -15.6 2,817 2,800 -0.6 
Total 3,040 2,691 a) Loot 2s 3.8 
Payments to Crown corporations 
Canadian Broadcasting Corporation 15 2 280.0 981 1,051 hel 
Canada Mortgage and Housing 
Corporation 168 165 -1.8 1.973 1,913 -().5 
Other 197 167 -15.2 1,867 2,045 95 
Total 380 389 2.4 4,771 5,009 5.0 
Operating and capital expenditures 
Defence je yay) [278 -16.3 10,031 10,055 0.2 
All other departmental expenditures BAS 3,226 2.0 22.8) 7 26,263 10.0 
Total 4,690 4.504 -4.0 33,908 36,318 Ta 
Total direct program spending 8,110 7,584 -6.5 505270 58,542 Bay, 
Total program expenditures 13,669 13558 -0.8 121,369 127,862 5.3 
Public debt charges Deh h 2082 Se 38,059 amills) -7.5 
Total budgetary expenditures 16,426 16,540 0.7 159,428 163,075 gS 
Memorandum item: 
Total transfers 8,599 8,665 0.8 86,535 4.6 


82,690 


The Fiscal Monitor 


However, it should be noted that the results for 
the same period in 2001 were affected by the 
extraordinary stock market gains in 2000, which 
resulted in record final tax settlement payments 
in April and May 2001. On a full accrual basis 
of accounting, these impacts will be recorded 
in the year in which the taxable activity took 
place. The results to date were also dampened 
by the impact of the tax reduction measures 
announced in the February 2000 budget and 
October 2000 Economic Statement and Budget 
Update. Partially offsetting these impacts were 
higher taxes associated with increases in 
employment income. 


¢ Corporate income tax revenues were down 
$3.3 billion, or 13.5 per cent. This is primarily 
attributable to higher refunds pertaining to 
previous years’ taxes paid and lower taxes paid 
in the 2003 settlement periods, as a number of 
corporations reduced their 2002 tax liability by 
applying losses incurred in 2001. 


¢ EI premium revenues were up $0.2 billion, or 
1.4 per cent, as the impact of lower premium 
rates was more than offset by the impact of 
increases in employment and, therefore, more 
people paying premiums. 

¢ Excise taxes and duties increased by 
$4.4 billion, or 11.9 per cent, primarily 
reflecting higher GST revenues, customs import 
duties and tobacco excise taxes and duties, as 
well as the introduction of the Air Travellers 
Security Charge. GST revenues were up 
12.0 per cent compared to an increase in the 
applicable tax base—consumer expenditures— 
of about 6 per cent. Although the growth in 
gross GST revenues is broadly in line with the 
increase in the applicable tax base, the growth 
in refunds was about half that expected. This is 
primarily attributable to the timing of refunds 
between March 2002 and April 2002, which 
depressed net GST collections in 2001-02. 


¢ Non-tax revenues were down 1.0 per cent from 
the same period last year. 


Over the April 2002 to March 2003 period, 
program spending increased by $6.5 billion, or 
5.3 per cent, compared to the same period 
last year. 


¢ Transfers to persons were up $1.7 billion, or 
4.4 per cent, reflecting both higher elderly and 
EI benefits. The increase in elderly benefits 
reflects the increase in the number of people 
eligible to receive benefits as well as higher 
average benefits, which are adjusted quarterly 
to reflect changes in consumer prices. The 
increase in EI benefits is attributable to the 
lagged effects of the economic slowdown in 
2001 and the impact of program enhancements, 
including the extension of and related changes 
to parental benefits. 


¢ Transfers to other levels of government were 
up $1.5 billion, or 5.6 per cent, due to higher 
transfers under the CHST. These results do 
not include the proposed $2.5-billion CHST 
supplement and the $1.5-billion Diagnostic/ 
Medical Equipment Fund. Based on government 
accounting policies, these will be included in 
the end-of-year results, pending passage of 
budget legislation. 


e Direct program spending increased by 
$3.3 billion, or 5.9 per cent. Subsidies and 
other transfers were up 3.8 per cent, primarily 
due to higher payments to farmers and veterans. 
Payments to Crown corporations were up 
5.0 per cent. Departmental and agency operating 
and capital spending was up 7.1 per cent, in part 
due to the implementation of initiatives 
announced in the December 2001 budget. 


Public debt charges declined by $2.8 billion, or 
7.5 per cent, reflecting a decline in the stock of 
interest-bearing debt as well as a lower average 
effective interest rate on that debt. 


Financial source of $2.0 billion 
(excluding foreign exchange transactions) 
for April 2002 to March 2003 


The budgetary balance in The Fiscal Monitor 1s 
presented on a modified accrual basis of 
accounting, recording government liabilities when 
they are incurred, regardless of when the cash 
payment is made. In addition, the budgetary 
balance includes only those activities over which 
the Government has legislative control. 
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Table 4 


The budgetary balance and financial requirements/source 


March April to March 
2002 2003 2001-02 2002-03 
($ millions) 
Budgetary balance (deficit/surplus) -4,802 -4,351 14,701 10,415 
Loans, investments and advances 
Crown corporations if -204 923 150 
Other -11] 119 -1,268 -908 
Total 260 -85 -345 -758 
Specified purpose accounts 
Canada Pension Plan Account Oey) 1,185 365 1,173 
Superannuation accounts -285 oF, -2,694 -457 
Other 5 Se 201 167 
Total (he 1,334 -2,128 885 
Other transactions Lope il S20) -6,42] -8,543 
Total non-budgetary transactions 7,244 6,970 -8,894 -8,416 
Financial requirements/source 
(excluding foreign exchange transactions) 2,442 2,619 5,807 1,999 
Foreign exchange transactions -732 -42] -1,849 3,912 
Net financial balance 1,710 2,198 3,958 ane) | 
Table 5 
Net financial balance and net borrowings 
March April to March 
2002 2003 2001-02 2002-03 
($ millions) 
Net financial balance 1,710 2198 5.958 5,911 
Net increase (+)/decrease (-) in borrowings 
Payable in Canadian dollars 
Marketable bonds 916 2,456 -1,598 -5,671 
Canada Savings Bonds -16 -135 -2,886 -1,932 
Treasury bills -200 4,650 5,500 10,400 
Other -20 -1 -83 -19 
Total 680 6,970 933 2,778 
Payable in foreign currencies 
Marketable bonds 218 -490 -1,358 -5,258 
Notes and loans 0 eZ -514 iP: 
Canada bills -584 12 -3,872 -753 
Canada notes -47 42 -378 42 
Total -413 -364 -6,122 -5,897 
Net change in borrowings DoT 6,606 -5,189 -3,119 
Change in cash balance 1,977 8,804 -1,23] 2,192 
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In contrast, financial requirements/source 
measures the difference between cash coming in to 
the Government and cash going out. Financial 
requirements/source differs from the budgetary 
balance as the former includes transactions in 
loans, investments and advances, federal 
employees’ pension accounts, other specified 
purpose accounts, and changes in other financial 
assets and liabilities. These activities are included 
as part of non-budgetary transactions. The 
conversion from accrual to cash is also reflected 
in non-budgetary transactions. Non-budgetary 
transactions resulted in a net requirement of 

$8.4 billion in the April 2002 to March 2003 
period, compared to a net requirement of 

$8.9 billion in the same period of 2001-02. 


As a result, with a budgetary surplus of 

$10.4 billion and a net requirement of $8.4 billion 
from non-budgetary transactions, there was a 
financial source (excluding foreign exchange 
transactions) of $2.0 billion in the April 2002 to 
March 2003 period, compared to a source of 

$5.8 billion in the same period of 2001-02. 


Budgetary balance 


$ billions % of GDP 
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Sources: Department of Finance and Statistics Canada. 


Net financial source of $5.9 billion 
for April 2002 to March 2003 


Foreign exchange transactions represent all 
transactions in international reserves held in the 
Exchange Fund Account (EFA). The objectives of 
the EFA are to provide general foreign currency 
liquidity for the Government and promote orderly 
conditions in the foreign exchange market. The 
EFA contains foreign currency investments, the 
Government’s gold holdings and assets related 

to Canada’s commitment to the International 
Monetary Fund (IMF). Increases in the level of the 
reserves through borrowings, contributions to the 
IMF, and/or selling of Canadian dollars represent a 
requirement. Conversely, decreases in the level of 
reserves represent a source of funds. Taking all of 
these factors into account, there was a net source 
of $3.9 billion in the April 2002 to March 2003 
period, compared to a net requirement of 

$1.8 billion in the same period of 2001-02. 


With a budgetary surplus of $10.4 billion, a net 
requirement of $8.4 billion from non-budgetary 
transactions and a net source of $3.9 billion from 
foreign exchange transactions, there was a net 
financial source of $5.9 billion in the April 2002 to 
March 2003 period, compared to a net source of 
$4.0 billion in the same period of 2001-02. 


Federal debt (accumulated deficit) 
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Net borrowings down $3.1 billion 
for April 2002 to March 2003 


With this net financial source of $5.9 billion, 
the Government reduced its net borrowings by 
$3.1 billion and increased its cash balances by 
$2.8 billion. Cash balances at March 31, 2003, 
stood at $14.7 billion. 


Note to readers: 


The Government has implemented full accrual accounting in its annual financial statements. However, 

the monthly financial results for the balance of fiscal year 2002—03 will remain on a modified accrual basis 
of accounting. Until the monthly results are on full accrual, Table 6 “Condensed statement of assets and 
liabilities” will not be presented. 


For additional copies or subscription inquiries, please contact the Distribution Centre at (613) 995-2855. 
For other inquiries about this publication, contact Peter DeVries at (613) 996-7397. 

Also available on the Internet (including advance tentative release dates) at www.fin.gc.ca. 

Ce document est également offert en francais. 
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Note to readers 


Beginning with this Fiscal Monitor, the financial results will be presented on full accrual accounting. 
This has necessitated a recasting of the previously published monthly financial results for 2002-03. 
It has also resulted in a number of classification and terminology changes. The Statement of Assets 
and Liabilities will be presented once final results for 2002-03 are published. 


In the 2003 budget, the Government implemented its commitment to present its financial statements on 
a full accrual accounting basis. Previously, the Government’s financial statements were prepared under 
modified accrual accounting. Full accrual accounting provides a more comprehensive reporting of assets 
and liabilities and a more transparent picture of the Government’s financial position. Under full accrual, 
the budgetary balance is now more reflective of current economic developments, rather than being 
influenced by prior-year developments. It is the accounting standard recommended for senior levels 

of government in Canada by the Public Sector Accounting Board of the Canadian Institute of Chartered 
Accountants and has been strongly recommended by the Auditor General of Canada and the House 

of Commons Standing Committee on Public Accounts. 


The shift to full accrual accounting primarily affects tax revenues and the recognition of non-financial, 

or capital, assets. Tax revenues are now primarily accounted for in the period to which they relate, not 
when they are received, as was the case under modified accrual. Under full accrual, the costs of capital 
assets are now being spread over the useful lives of these assets. Under modified accrual, such costs were 
recognized in the year of purchase. For more information on the implementation and effects of full accrual 
accounting, please refer to Annex 6 of The Budget Plan 2003, which is available at www.fin.gc.ca. 


Budgetary surplus of $0.4 billion ¢ Corporate income tax revenues were up 

in April 2003 $0.4 billion, or 29.4 per cent, attributable 

to higher installment payments-reflecting the 
strong growth in corporate profits in 2003—and 


Peta ; ats lower refunds. As noted in the 2003 budget, 
$0.2 billion in April 2002. This $0.6-billion the data to convert corporate tax revenues to 


year-over-year improvement in the budgetary accruals are not available in order to present the 
balance was attributable to higher budgetary financial statements in a timely manner. As such, 


revenues (up $1.1 billion) and lower public debt cash is used as a proxy for the accrual numbers. 
charges (down $0.2 billion), offset in part 


by higher program expenses (up $0.7 billion). 


There was a budgetary surplus of $0.4 billion 
in April 2003, up from a restated deficit of 


¢ Among the remaining major revenue 
components, personal income tax collections 


The increase in budgetary revenues, on were up marginally ($0.1 billion, or 
a year-over-year basis, was due primarily to 1.9 per cent), as employment, and therefore 


higher goods and services and corporate the number of Canadians paying taxes, was up 
Mnctay ceventicc over last year. Employment insurance premiums 


were marginally higher, also attributable to the 


¢ Goods and services tax revenues were up increase in employment, which more than offset 
$0.5 billion, or 25.0 per cent, reflecting both the reduction in premium rates (the employee 
an increase in the base subject to taxation rate for 2003 is $2.10 per $100 of insurable 
and lower refunds. earnings, compared to $2.20 in 2002). 
i ~ Canada 
Department of Finance Ministere des Finances if a9 9005 
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On a year-over-year basis, the $0.7-billion 
increase in program expenses was largely due 
to higher transfer payments, up $0.5 billion. 


Among the major transfers: 


¢ Major transfers to persons were up $0.1 billion, 
or 3.3 per cent. The increase in elderly benefits 
reflects an increase in the number of individuals 
eligible for benefits and higher average benefits, 
which are indexed to inflation. The increase 
in EI benefits was attributable to higher regular 
benefits, reflecting an increase in the number 
of beneficiaries. 


¢ Major transfers to other levels of government 
were up $0.2 billion, or 7.4 per cent, primarily 
attributable to higher cash transfers under the 
Canada Health and Social Transfer, reflecting 
the February 2003 agreement reached by first 
ministers to increase funding from $18.6 billion 
in 2002-03 to $20.3 billion in 2003-04. 


e Subsidies and other transfers increased 
by $0.2 billion, primarily reflecting higher 
international assistance transfers. 


Other program expenses consist of operating 
expenses for departments and agencies, 

including defence and Crown corporations. 

On a year-over-year basis, these expenses were up 
$0.2 billion, or 6.2 per cent, reflecting the impact 
of increased operating costs as well as policy 
initiatives announced in previous budgets. 


Revenues and expenditures 
(April 2002 and 2003) 


$ billions 


Revenues Expenditures 


Other revenues Subsidies and 

Corporate other transfers 
income tax 
Transfers other levels 


El premiums of governments 


Other program 


Excise taxes expenses 


and duties 


Public debt 
charges 


_ Personal 
income tax 
Transfers 

to persons 


Public debt charges were down $0.2 billion, or 
6.0 per cent, attributable to both a decline in the 
stock of interest-bearing debt and a lower average 
effective interest rate on that debt. 


Financial requirement of $4.9 billion 
in April 2003 


The budgetary balance is presented on a full 
accrual basis of accounting, recording government 
assets and liabilities when they are receivable or 
incurred, regardless of when the cash is received 
or paid. In addition, the budgetary balance 
includes only those activities over which the 
Government has legislative control. 


In contrast, financial source/requirement measures 
the difference between cash coming in to the 
Government and cash going out. This measure 

is affected not only by changes in the budgetary 
balance but also by the cash source/requirement 
resulting from the Government’s investing 
activities through its acquisition of capital assets, 
and its loans, financial investments and advances, 
as well as from other activities, including paying 
accounts payable and collecting accounts 
receivable, foreign exchange activities, and 

the amortization of its tangible capital assets. 
The difference between the budgetary balance 
and financial source/requirements is recorded 

in non-budgetary transactions. 


Non-budgetary transactions resulted in a net 
requirement of $5.3 billion in April 2003, down 
$0.3 billion from the requirement in April 2002. 
Traditionally, there is a large requirement in the 
month of April, primarily reflecting the payment 
of accounts payable. 


With a budgetary surplus of $0.4 billion and 

a net requirement of $5.3 billion from 
non-budgetary transactions, there was a financial 
requirement of $4.9 billion in April 2003, 

down $0.3 billion from April 2002. 
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Table 3 
Budgetary expenditures 
April 
2002 2003 Change 
($ millions) (%) 
Transfer payments to: 
Persons 
Elderly benefits 24 2,201 4.1 
Employment insurance benefits 1,402 1,431 Jed 
Total 3,516 3,632 35 
Other levels of government 
Canada Health and Social Transfer 1,550 1,692 9.2 
Fiscal transfers 877 879 02 
Alternative Payments for 
Standing Programs -210 -19] -9.0 
Total DIN 2,380 7.4 
Subsidies and other transfers 
Agriculture 16 + -75.0 
Foreign Affairs 41 199 385.4 
Health 110 95 -13.6 
Human Resources Development 70 134 91.4 
Indian and Northern Development 609 600 -1.5 
Industry and Regional Development 109 100 -8.3 
Other 184 187 1.6 
Total ESS) 15319 15.8 
Total transfer payments 6,872 (se 6.7 
Other program expenses 
Crown corporation expenses 
Canadian Broadcasting Corporation 182 178 -2.2 
Canada Mortgage and Housing 
Corporation 171 205 19.9 
Other 22D 257 14.2 
Total 578 640 10.7 
Defence 789 815 o:3 
All other departments and agencies 2,267 2,406 6.1 
Total direct program spending 3,634 3,861 6.2 
Total program expenses 10,506 [192 6.5 
Public debt charges 3,002 2,022 -6.0 


Total budgetary expenditures 13,508 14,014 ey 
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Table | 
Summary statement of transactions 


April 


2002 2003 


($ millions) 


Budgetary transactions 


Revenues 13,349 14,438 
Expenses 
Program expenses -10,506 -11,192 
Public debt charges -3,002 -2,822 
Budgetary balance (deficit/surplus)! -159 424 
Non-budgetary transactions -5,034 -5,294 
Financial source/requirements -5,193 -4,870 
Net change in financing activities -1,095 -4,287 
Net change in cash balances -6,288 -9,157 
Cash balance at end of period 5,661 5,543 


Note: Positive numbers indicate a net source of funds. Negative numbers indicate a net requirement for funds. 
' Under modified accrual, a surplus of $0.9 billion was recorded for April 2002. 


Table 2 
Budgetary revenues 
April 
2002 2003 Change 
($ millions) (%) 
Tax Revenues 
Income taxes 
Personal income tax 5,811 5,920 1.9 
Corporate income tax 1,447 1,873 29.4 
Other income tax revenue 183 289 So 
Total income tax 7,441 8,082 8.6 
Excise taxes and duties 
Goods and services tax Ded eos Pa DSS 25.0 
Customs import duties 257) 243 -5.4 
Sales and excise taxes 705 TS 4.0 
Air Travellers Security Charge 2] 45 66.7 
Total excise taxes and duties Salt 3,749 ESe2 
Total tax revenues 10,612 11,831 ihe 
Employment insurance 
premium 1,760 gars 0.6 
Other revenues 977 836 -{474 


Total budgetary revenues 13,349 14,438 8.2 
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Net financing activities down $4.3 billion 


This financial requirement of $4.9 billion was 
financed by a draw down in cash balances. 

In addition, the Government reduced its cash 
balances by a further $4.3 billion to lower its 
interest-bearing debt. Cash balances at the end of 
April 2003 stood at $5.5 billion, down $9.1 billion 
from the previous period. The level of cash 


Budgetary balance 

$ billions % of GDP 
30 6 
20 [_] left scale —— right scale 4 


1994-95 1996-97 1998-99 2000-01 2002-03* 


Sources: Department of Finance and Statistics Canada. 
“Assumes budgetary surplus of $3 billion. 


balances varies from month to month based 

on a number of factors including periodic large 
debt maturities, which can be quite volatile 

on a monthly basis. 


Federal debt (accumulated deficit) 


$ billions % of GDP 
600 100 
500 | ies _—. 

[_] left scale 80 


— right scale 


1994-95 1996-97. 1998-99 2000-01 2002-03* 


Sources: Department of Finance and Statistics Canada. 
*Assumes budgetary surplus of $3 billion. 
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Table 4 
The budgetary balance and financial source/requirement 
April 
2002 2003 
($ millions) 
Budgetary balance (deficit/surplus) -159 424 
Non-budgetary transactions 
Capital investing activities -20 -22 
Other investing activities -72 -213 
Other activities 
Accounts payable, receivables, accruals, and allowances -4,321 -5,161 
Foreign exchange activities -835 -106 
Amortization of tangible capital assets 214 208 
Total other activities -4,942 -5,059 
Total non-budgetary transactions -5,034 -5,294 
Net financial source/requirement -5,193 -4,870 
Table 5 
Financial source/requirement and net financing activities 
April 
2002 2003 
($ millions) 
Net financial source/requirement -5,193 -4,870 
Net increase (+)/decrease (-) in financing activities 
Canadian currency borrowings 
Marketable bonds -5,200 -1,054 
Treasury bills 4,300 -3,500 
Canada Savings Bonds -57 -94 
Other 0 0 
Total -957 -4,648 
Foreign currency borrowings Gy, -51 
Pension and other accounts -155 412 
Net change in financing activities -1,095 -4,287 
Change in cash balance -6,288 -9,157 


For additional copies or subscription inquiries, please contact the Distribution Centre at (613) 995-2855. 
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Highlights 


May 2003: budgetary surplus of $166 million 


There was a budgetary surplus of $166 million in May 2003, compared to a restated deficit of $250 million 
in May 2002. This year-over-year improvement in the budgetary balance was attributable to higher 
budgetary revenues (up $0.9 billion) and lower public debt charges (down $0.2 billion), offset in part by 


higher program expenses (up $0.7 billion). 


April and May 2003: budgetary surplus of $590 million 

The budgetary surplus was estimated at $590 million for the April and May 2003 period, compared to a 
deficit of $409 million reported for the same period of 2002-03. This year-over-year improvement of 
$1.0 billion was attributable to higher budgetary revenues (up $2.0 billion) and lower public debt charges 
(down $0.4 billion), offset in part by higher program spending (up $1.4 billion). 


May 2003: budgetary results 


The May 2003 increase in budgetary revenues of 
$0.9 billion or 6.7 per cent, on a year-over-year 
basis, was primarily due to higher corporate 
income tax and other revenues. 


¢ Corporate income tax revenues were up 
$0.6 billion, or 35.7 per cent, attributable to 
higher installment payments—reflecting the 
strong growth in corporate profits in 2003—and 
lower refunds. As noted in the 2003 budget, the 
data to convert corporate tax revenues to 
accruals are not available in order to present the 
financial statements in a timely manner. As such, 
cash is used as a proxy for the accrual numbers. 


¢ Other revenues, consisting of revenues from 
Crown corporations and sales of goods and 
services and foreign exchange revenues, 
increased by $0.4 billion, or 47.4 per cent. 


© Personal income tax collections were up 


marginally ($0.1 billion, or 1.4 per cent), as 
employment, and therefore the number of 
Canadians paying taxes, was up over last year. 


_° Excise taxes and duties declined by $0.2 billion 


| 


or 7.3 per cent, with all components, except the 
Air Travellers Security Charge, lower than in 
May 2002. The decline in goods and services 
tax (GST) revenues was primarily attributable to 
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timing factors in the receipt of gross collections 
between April and May. On a monthly basis, 
cash received is used as a proxy for the accrual, 
with adjustments made at year end. 


¢ Employment insurance (EI) premiums were 
marginally higher, attributable to the increase in 
employment, which more than offset the 
reduction in premium rates (the employee rate 
for 2003 is $2.10 per $100 of insurable earnings 
compared to $2.20 in 2002). 


On a year-over-year basis, program spending in 
May 2003 was $0.7 billion higher than in May 
2002, reflecting increases in both transfer 
payments and other program expenses. 


Transfer payments increased by $0.3 billion, on a 
year-over-year basis. 


¢ Major transfers to persons were up $62 million, or 
1.9 per cent. The increase in elderly benefits reflects 
an increase in the number of individuals eligible for 
benefits and higher average benefits, which are 
indexed to inflation. The increase in EI benefits was 
attributable to higher regular benefits, reflecting an 
increase in the number of beneficiaries. 


e Major transfers to other levels of government 
were up $120 million, or 4.8 per cent, primarily 
attributable to higher cash transfers under the 
Canada Health and Social Transfer, reflecting 


ivi 


Canada 
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the February 2003 agreement reached by first 
ministers to increase funding from $18.6 billion 
in 2002-03 to $20.3 billion in 2003-04. 


¢ Subsidies and other transfers increased by 
$113 million, primarily reflecting the impact of 
budget measures. 


Other program expenses consist of operating 
expenses for departments and agencies, including 
defence and Crown corporations. On a year-over- 
year basis, these expenses were up $0.4 billion, or 
10.2 per cent, reflecting the impact of increased 
operating costs as well as policy initiatives 
announced in previous budgets. 


Public debt charges were down $0.2 billion, or 
6.6 per cent, attributable to both a decline in the 
stock of interest-bearing debt and a lower average 
effective interest rate on that debt. 


April to May 2003: budgetary results 


In the first two months of the 2003-04 fiscal year, 
there was a budgetary surplus of $590 million—a 
year-over-year improvement of $999 million from 
the deficit of $409 million reported in the same 
period in the previous fiscal year. 


On a year-over-year basis, budgetary revenues were 
up $2.0 billion, or 7.4 per cent, with half the 
increase attributable to higher corporate income tax 
revenues, reflecting the strong growth in corporate 
profits. Among the other major components, 
personal income tax revenues increased by $0.2 
billion, or 1.7 per cent, primarily reflecting higher 
tax deductions from employment income, while 


Revenues and expenditures 
(April and May 2002 and 2003) 
$ billions 


Revenues Expenditures 
Other revenues 27) 


Subsidies and 
other transfers 


one - Transfers to other 
levels of gov't 
El premiums 3.5 
Other program 
expenses 
Excise taxes 68 
and duties 
Public debt 
_ Personal 11.3} charges 
income taxes 
Transfers to 


persons 


28.3 


excise taxes and duties increased by $0.3 billion, or 
5.3 per cent, primarily due to higher GST revenues. 
The increase in GST revenues was primarily 
attributable to lower refunds. Other revenues 
increased by $0.3 billion, or 15.3 per cent. 


On a year-over-year basis, program spending was 
up $1.3 billion, or 6.5 per cent. Transfer payments 
increased by $0.8 billion, while other program 
expenses were up $0.6 billion. These increases 
were primarily attributable to new policy initiatives 
introduced in the last budget as well as higher 
operating costs. 


Financial requirement of $3.2 billion in 
April to May 2003 period 


The budgetary balance is presented on a full 
accrual basis of accounting, recording government 
assets and liabilities when they are receivable or 
incurred, regardless of when the cash is received or 
paid. In addition, the budgetary balance includes 
only those activities over which the Government 
has legislative control. 


In contrast, financial requirements/source measures 
the difference between cash coming in to the 
Government and cash going out. This measure is 
affected not only by changes in the budgetary 
balance but also by the cash requirements/source 
resulting from the Government’s investing 
activities through its acquisition of capital assets, 
and its loans, financial investments and advances, 
as well as from other activities, including paying 
accounts payable and collecting accounts 
receivable, foreign exchange activities, and the 
amortization of its tangible capital assets. The 
difference between the budgetary balance and 
financial requirements/source is recorded in non- 
budgetary transactions. 


Non-budgetary transactions resulted in a net 
requirement of $3.8 billion in the first two months 
of 2003-04, down $0.6 billion from the 
requirement in the same period last year. 
Traditionally, there is a large requirement in the 
first few months of the fiscal year, primarily 
reflecting the payment of accounts payable. The 
year-over-year improvement was primarily due to a 
lower requirement from foreign exchange activities 
than in the same period last year. 
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Table 3 
Budgetary expenditures 


May April to May 
2002 2003 Change 2002-03 2003-04 Change 
: ($ millions) (%) ($ millions) (%) 
Transfer payments to: 
Persons 
Elderly benefits 2,160 2,208 Ig). 4,273 4,409 on 
Employment insurance benefits 1,069 1,083 13 2,471 2,514 7 
Total 3,229 37291 1.9 6,744 6,923 ORS) 
Other levels of government 
Canada Health and Social Transfer {ies peyf) 1,691 9.1 3,100 3,384 9.2 
Fiscal transfers 1,164 i123 -3.5 2,040 2,002 -1.9 
Alternative Payments for 
Standing Programs -210 -19] -9.0 -420 -382 -9.0 
Total 2,504 2,623 4.8 4,720 5,004 6.0 
Direct program spending 
Subsidies and other transfers 
Agriculture 40 3 -92.5 atl 8 -86.0 
Foreign Affairs 86 98 14.0 1122) 297, [3926 
Health 132 151 14.4 242 246 ig 
Human Resources Development Hoke 98 -11.7 181 Heys Disp? 
Indian and Northern Development a) 309 22 862 909 DE 
Industry and Regional Development a) 13) 1220 168 230 36.9 
Other 178 182 IEP) 358 370 3.4 
Total 859 Se eee 13993 Mapes 15.0 
Total transfer payments 6,592 6,886 4.5 13,457 14,219 57 
Other program expenses: 
Crown corporation expenses 
Canadian Broadcasting Corporation 76 87 14.5 258 265 Poe 
Canada Mortgage and 
Housing Corporation 12 213 34.0 330 418 Z0c1, 
Other 134 166 Pe) ) 360 426 18.3 
Total 369 466 26.3 948 1,109 17.0 
Defence 839 822 -2.0 1,629 1,637 0.5 
All other departments and agencies 2539) 2,681 1) 4,668 5,082 8.9 
Total other program expenses 3,603 3,969 LO 7,245 7,828 8.0 
Total program expenses 10,195 10,855 6.5 20702 22,047 6.5 
Public debt charges 3,088 2,884 -6.6 6,089 5,706 -6.3 
Total budgetary expenses 13,283 133739 3.4 20,791 PIR py 3.6 


The Fiscal Monitor 


Table | 
Summary statement of transactions 
May April to May 
2002 2003 2002-03 2003-04 
($ millions) 
Budgetary transactions 
Revenues 13,033 13,905 26,382 28,343 
Expenses 
Program expenses -10,175 -10,855 -20,702 -22,047 
Public debt charges -3,088 -2,884 -6,089 -5,706 
Budgetary balance (deficit/surplus)' -250 166 -409 590 
Non-budgetary transactions 652 1,503 -4,381 -3,792 
Financial source/requirement 402 1,669 -4,790 -3,202 
Net change in financing activities 6792 7,781 5,698 3,495 
Net change in cash balances 7,194 9,450 908 293 
Cash balance at end of period 12,856 14,994 


Note: Positive numbers indicate net source of funds. Negative numbers indicate net requirement for funds. 


' Under modified accrual, a deficit of $116 million was recorded for May 2002. 


Table 2 
Budgetary revenues 


May April to May 
2002 2003 Change 2002-03 2003-04 Change 
($ millions) (%) ($ millions) (%) 
Income taxes 
Personal income tax 5,319 5,395 1.4 LiI30 List 5 [27 
Corporate income tax 1,609 2,184 303] 3,056 4,057 Boke 
Other income tax revenue 186 205 10.2 369 494 33.9 
Total income tax 7,114 7,784 9.4 14,555 15,866 9.0 
Excise taxes and duties 
Goods and services tax PPA A | 1,970 -10.9 4,393 4,698 6.9 
Customs import duties Zo 209 -9.5 488 453 -7.2 
Sales and excise taxes 799 793 -0.8 1,504 1,526 ji) 
Air Travellers Security Charge 20 50 150.0 47 05 102.1 
Total excise taxes and duties 3,261 3,022 -7.3 6,432 6.172 53 
Total tax revenues LOTS 10,806 4.2 20,987 22,638 7.9 
Employment insurance premiums Lod 762 0.6 Soll Cee i 0.6 
Other revenues 907 eetey! 47.4 1,884 2a? [53 
Total budgetary revenues 13,033 13,905 Oo7, 26,382 28,343 7.4 
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With a budgetary surplus of $0.6 billion and a net 
requirement of $3.8 billion from non-budgetary 
transactions, there was a financial requirement of 
$3.2 billion in the April to May 2003 period, down 
$1.6 billion from the same period last year. 


Net financing activities up $3.5 billion 


This financial requirement of $3.7 billion was 
financed by an increase in the Government’s net 
financing activities, primarily through an increase 
in Canadian currency borrowings. The net change 
in financing activities was $3.5 billion, allowing 
the Government to increase its cash balances by 
$0.3 billion. Cash balances at the end of May 2003 
stood at $15.0 billion. The level of cash balances 
varies from month to month based on a number of 
factors including periodic large debt maturities, 
which can be quite volatile on a monthly basis. 


Note to Readers 

Beginning with the April 2003 Fiscal Monitor, the 
financial results are presented on full accrual 
accounting. This has necessitated a recasting of the 
previously published monthly financial results for 
2002-03. It has also resulted in a number of 
classification and terminology changes. The 
Statement of Assets and Liabilities will be presented 
once final results for 2002-03 are published. 


In the 2003 budget, the Government implemented its 
commitment to present its financial statements on a 
full accrual accounting basis. Previously, the 


Budgetary balance 
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Sources: Department of Finance and Statistics Canada. 


Government’s financial statements were prepared 
under modified accrual accounting. Full accrual 
accounting provides a more comprehensive reporting 
of assets and liabilities and a more transparent picture 
of the Government’s financial position. Under full 
accrual, the budgetary balance is now more reflective 
of current economic developments, rather than being 
influenced by prior-year developments. It is the 
accounting standard recommended for senior levels 
of government in Canada by the Public Sector 
Accounting Board of the Canadian Institute of 
Chartered Accountants and has been strongly 
recommended by the Auditor General of Canada and 
the House of Commons Standing Committee on 
Public Accounts. 


The shift to full accrual accounting primarily affects 
tax revenues and the recognition of non-financial, or 
capital, assets. Tax revenues are now accounted for in 
the period to which they relate, not when they are 
received, as was the case under modified accrual. 
Under full accrual, the costs of capital assets are now 
being spread over the useful lives of these assets. 
Under modified accrual, such costs were recognized 
in the year of purchase. For more information on the 
implementation and effects of full accrual accounting, 
please refer to Annex 6 of The Budget Plan 2003, 
which is available at www.fin.gc.ca. 


Federal debt (accumulated deficit) 
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Table 4 


The budgetary balance and financial requirements/source 


May April to May 
2002 2003 2002-03 2003-04 
($ millions) 
Budgetary balance (deficit/surplus) -250 166 -409 590 
Non-budgetary transactions 
Capital investing activities -171 -185 -19] -207 
Other investing activities 65 89 -6 -124 
Other activities 
Accounts payable, receivables, 
accruals and allowances 694 1,497 -3,627 -3,665 
Foreign exchange activities -130 -106 -965 -212 
Amortization of tangible capital assets 194 208 408 416 
Total other activities 758 1,599 -4,184 -3,461 
Total non-budgetary transactions 652 1503 -4,381 -3,792 
Net financial source/requirement 402 1,669 -4,790 -3,202 
Table 5 
Net financial balance and net borrowings 
May April to May 
2002 2003 2002-03 2003-04 
($ millions) 
Net financial source/requirement 402 1,669 -4,790 -3,202 
Net increase (+)/decrease (-) in financing activities 
Canadian currency borrowings 
Marketable bonds 3,045 1,693 Ie bye) 641 
Treasury bills 3,700 6,000 8,000 2,500 
Canada Savings Bonds -94 -138 -151 -232 
Other -2 -5 -2 -5 
Total 6,649 F50 5,097 2,904 
Foreign currency borrowings -211 -181 -194 -232 
Pension and other accounts 354 412 200 823 
Net change in financing activities 6,792 7,781 5,698 3,495 
Change in cash balance 7,194 9,450 908 293 
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Highlights 
June 2003: budgetary surplus of $2.6 billion 


There was a budgetary surplus of $2.6 billion in June 2003, compared to a restated surplus of $3.8 billion 
in June 2002. Large surpluses have typically been recorded in June, primarily reflecting the inclusion of 
personal income tax instalments from quarterly filers. The year-over-year decline in the budgetary balance 
of $1.2 billion is attributable to lower budgetary revenues (down $0.5 billion) and higher program expenses 
(up $0.9 billion), partially offset by lower public debt charges (down $0.2 billion). 


April to June 2003: budgetary surplus of $3.2 billion 


The budgetary surplus is estimated at $3.2 billion for the April to June 2003 period, down $0.2 billion 
from the surplus of $3.4 billion reported in the same period of 2002-03. Among the major components, 
budgetary revenues were up $1.5 billion, program expenses were up $2.3 billion while public debt charges 
were $0.6 billion lower. 


financial statements in a timely manner. 
As such, cash is used as a proxy for the 
accrual numbers. 


June 2003: budgetary results 


The June 2003 budgetary surplus is estimated at 
$2.6 billion, down $1.2 billion from June 2002. 

Budgetary revenues, at $16.5 billion, were down 
$0.5 billion, or 3.0 per cent, primarily reflecting 


e Excise taxes and duties increased by 
$0.3 billion or 9.2 per cent, primarily reflecting 


lower corporate income tax and other revenues. 


higher goods and services tax (GST) revenues, 


ivi 


Personal income tax revenues increased 

0.3 per cent. The June results include quarterly 
instalment payments, primarily from the self- 
employed and pensioners. These payments were 
slightly lower this year, primarily reflecting 
lower interest and dividend income. This was 
more than offset by higher tax remittances from 
employment income, reflecting the increase in 
the number of people employed. 


Corporate income tax revenues were down 
$0.5 billion, or 22.1 per cent, down sharply 
from the strong year-over-year gains reported 
in each of the previous two months. The 
year-over-year decline is attributable to 

lower instalment payments and higher 
refunds. As noted in the 2003 budget, the data 
to convert corporate tax revenues to accrual 
are not available in order to present the 
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up $0.4 billion or 16.3 per cent, largely due 
to timing factors. On a monthly basis, cash 
received is used as a proxy for the accrual 
numbers, with adjustments made at year-end. 


¢ Employment insurance (EI) premiums were 
marginally lower due to the reduction in 
premium rates (the employee rate for 2003 is 
$2.10 per $100 of insurable earnings compared 
to $2.20 in 2002). 


¢ Other revenues, consisting of revenues from 
Crown corporations and sales of goods and 
services and foreign exchange revenues, 
declined $0.3 billion, or 22.8 per cent. 


On a year-over-year basis, program expenses 
in June 2003 were $0.9 billion, or 9.1 per cent, 
higher than in June 2002. All major components 
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Transfer payments increased by $0.5 billion, or 
8.5 per cent, on a year-over-year basis. 


¢ Major transfers to persons, consisting of elderly 
and EI benefits, were up $149 million, or 
4.8 per cent. The increase in elderly benefits 
reflects an increase in the number of individuals 
eligible for benefits and higher average benefits, 
which are indexed to inflation. The increase in 
EI benefits is attributable to higher regular 
benefits, reflecting an increase in the number 
of beneficiaries. 


¢ Major transfers to other levels of government, 
consisting of the Canada Health and Social 
Transfer (CHST), fiscal transfers and 
Alternative Payments for Standing Programs, 
were up $106 million, or 4.4 per cent. The 
year-over-year increase is attributable to 
higher CHST cash transfers, reflecting the 
February 2003 agreement reached by first 
ministers to increase funding from $18.6 billion 
in 2002-03 to $20.3 billion in 2003-04, and 
lower recoveries under the Alternative Payments 
for Standing Programs. Fiscal transfers, 
which consist of equalization, payments to 
the territorial governments, statutory subsidies 
and recoveries under the Youth Allowance 
Recovery Program, were lower, reflecting lower 
equalization transfers due to improved economic 
developments in the eligible provinces. 


* Subsidies and other transfers increased by 
$286 million, primarily reflecting the impact 
of budget measures. 


Other program expenses consist of operating 
expenses for departments and agencies, including 
defence and Crown corporations. On a year-over- 
year basis, these expenses were up $0.4 billion, 

or 10.1 per cent, reflecting the impact of increased 
operating costs as well as policy initiatives 
announced in previous budgets. 


Public debt charges were down $0.2 billion, or 
7.3 per cent, due to both a decline in the stock of 
interest-bearing debt and a lower average effective 
interest rate on that debt. 


April to June 2003: budgetary results 


In the first three months of the 2003-04 fiscal year, 
there was a budgetary surplus of $3.2 billion—a 
year-over-year deterioration of $0.2 billion from 
the surplus of $3.4 billion reported in the same 
period last year. 


On a year-over-year basis, budgetary revenues 
were up $1.5 billion, or 3.3 per cent. 


¢ Personal income tax revenues were up 
$0.2 billion, or 1.1 per cent. This increase is 
attributable to higher tax remittances from 
employment income as employment, and 
therefore the number of Canadians paying taxes, 
was up over last year. The net impact of this 
increase in taxes from employment income 
was somewhat dampened by lower remittances 
from quarterly filers and the reduction in tax 
rates announced in previous budgets. 


* Corporate income taxes were up $0.5 billion, 
or 10.1 per cent, due to higher instalment 
payments—reflecting the strong growth in 
corporate profits in 2003—and lower refunds. 
Lower tax rates, as announced in previous 
budgets, dampened the overall increase. 


¢ Excise taxes and duties increased $0.7 billion, 
or 6.7 per cent, as all components, with the 
exception of customs import duties, were 
higher. GST revenues were up $0.7 billion, or 
10.1 per cent, primarily attributable to an 
increase in gross collections, reflecting 
continued strong consumer demand and 
somewhat lower refunds. 


Revenues and expenses 
(April to June 2003) 


$ billions 
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¢ EI premiums were virtually unchanged, as 
the reduction in premium rates offset the 
impact of the increase in the number of 
people employed. 


¢ Other revenues were also virtually unchanged. 


Ona year-over-year basis, program expenses in the 
April to June 2003 period were up $2.3 billion, 
or 7.4 per cent, over the same period last year. 


Transfer payments increased by $1.3 billion, 
O1.0.), per cent. 


¢ Major transfers to persons, consisting of 
elderly and EI benefits, were up $0.3 billion 
or 3.3 per cent, with increases in 
both components. 


¢ Major transfers to other levels of government 
increased by $0.4 billion, or 5.5 per cent, 
primarily reflecting higher entitlements 
under the CHST program. 


¢ Subsidies and other transfers increased by 
$0.6 billion, or 20.5 per cent, primarily 
reflecting the impact of budget measures. 


Other program expenses increased by $1.0 billion, 
or 9.0 per cent. Within this component, defence 
spending was lower, reflecting higher 
security-related spending in the first part of 
2002-03. The increases in Crown corporation 
expenses and in all other departmental and agency 
program expenses were primarily due to the impact 
of increased operating costs as well as policy 
initiatives announced in previous budgets. 


Budgetary balance 
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Financial requirement of $10.4 billion 
for April to June 2003 


The budgetary balance is presented on a full 
accrual basis of accounting, recording government 
assets and liabilities when they are receivable or 
incurred, regardless of when the cash is received or 
paid. In addition, the budgetary balance includes 
only those activities over which the Government 
has legislative control. 


In contrast, the financial source/requirement 
measures the difference between cash coming in to 
the Government and cash going out. This measure 
is affected not only by changes in the budgetary 
balance but also by the cash source/requirement 
resulting from the Government’s investing 
activities through its acquisition of capital assets 
and its loans, financial investments and advances, 
as well as from other activities, including payment 
of accounts payable and collection of accounts 
receivable, foreign exchange activities, and the 
amortization of its tangible capital assets. The 
difference between the budgetary balance and 
financial source/requirement is recorded in non- 
budgetary transactions. 


Non-budgetary transactions resulted in a net 
requirement of $13.6 billion in the first three 
months of 2003-04, up $1.6 billion from the 
requirement in the same period last year. This 
increase primarily reflects cash transfers to the 
trust funds established in the 2003 budget for the 
CHST cash supplement ($2.5 billion) and the 


Federal debt (accumulated deficit) 
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Diagnostic/Medical Equipment Fund ($1.5 billion). 


The impact of these payments was somewhat 
offset by a lower requirement from foreign 
exchange activities than in the same period last 
year. The liability for these trust transfers was 
established in 2002-03 and affected the budgetary 
balance in that year. Therefore the cash payments 


had no impact on the June 2003 budgetary balance. 


With a budgetary surplus of $3.2 billion and a net 
requirement of $13.6 billion from non-budgetary 

transactions, there was a financial requirement of 
$10.4 billion in the April to June 2003 period, up 
$1.9 billion from the same period last year. 


Net financing activities up $0.3 billion 


This financial requirement of $10.4 billion was 
financed by a reduction in the Government’s cash 
balances of $10.1 billion and an increase of 

$0.3 billion in net financing activities through an 
increase in liabilities to the pension and other 
accounts. Unmatured debt transactions, in both 
Canadian and foreign currency borrowing, were 
lower. The level of cash balances varies from 
month to month based on a number of factors 
including periodic large debt maturities, which 
can be quite volatile on a monthly basis. Cash 
balances at the end of June stood at $4.6 billion. 
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Table 1 
Summary statement of transactions 


June April to June 


2002 2003 2002-03 2003-04 


($ millions) 


Budgetary transactions 


Revenues 16,969 16,458 43,351 44,801 
Expenses 
Program expenses -10,024 -10,935 -30,706 -32,982 
Public debt charges -3,142 -2,914 -9,231 -8,621 
Budgetary balance (deficit/surplus)’ 3,803 2,609 3,414 3,198 
Non-budgetary transactions -7,512 -9,757 -11,912 215,95 
Financial source/requirement -3,709 -7,148 -8,498 -10,355 
Net change in financing activities -4,167 -3,225 1,526 jE Ps 
Net change in cash balances -7,876 -10,373 -6,972 -10,083 
Cash balance at end of period 4,979 4,621 


Note: Positive numbers indicate net source of funds. Negative numbers indicate net requirement for funds. 


: Under modified accrual, a surplus of $4.0 billion was recorded for June 2002. 


Table 2 
Budgetary revenues 
June April to June 
2002 2003 Change 2002-03 2003-04 Change 
($ millions) (%) ($ millions) (%) 
Income taxes 
Personal income tax 8,365 8,391 0.3 19,496 19,706 Pat 
Corporate income tax 2,149 1,674 -22.1 D205 Dp holl| 10.1 
Other income tax revenue 163. 95 -41.7 Bey? 589 10.7 
Total income tax 10,677 10,160 -4.8 252235 26,026 orl 
Excise taxes and duties 
Goods and services tax 2,209 2,510 16.3 6,602 7,268 10.1 
Customs import duties 314 216 -31.2 802 669 -16.6 
Sales and excise taxes 762 819 es DFO ws 2,345 DAS 
Air Travellers Security Charge 48 36 -25.0 75 hee 76.0 
Total excise taxes and duties 5533 3,641 9.2 9,764 10,414 6.7 
Total tax revenues 14,010 13,801 -1.5 34,997 36,440 4.1 
Employment insurance premiums 729 1,708 -1.2 5,240 5,241 0.0 
Other revenues 1,230 949 -22.8 3,114 3,120 0.2 


Total budgetary revenues 16,969 16,458 -3.0 43,351 44,801 ame 
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Table 3 
Budgetary expenses 


June April to June 
2002 2003 Change 2002-03 2003-04 Change 
($ millions) (%) ($ millions) (%) 
Transfer payments to: 
Persons 
Elderly benefits 2,152 2,224 4.3 6,406 6,633 oe 
Employment insurance benefits 1,001 1,058 el 3,472 Sil Pade 
Total 55133 3,282 4.8 9,878 10,204 Sie) 
Other levels of government 
Canada Health and Social Transfer 1,550 1,691 9.1 4,650 S05 oI 
Fiscal transfers 1,056 1,002 -5.1 3,096 3,004 -3.0 
Alternative Payments for 
Standing Programs -210 -19] -9.0 -630 -573 -9.0 
Total 2,396 2,02 4.4 7,116 7,506 5.5 
Direct program expenses 
Subsidies and other transfers 
Agriculture rh 2 71.4 64 19 -70.3 
Foreign Affairs 88 137 Spud 203 435 104.2 
Health 82 80 -2.4 324 326 0.6 
Human Resources Development 99 110 Six; PAI) 341 24.0 
Indian and Northern Development 300 343 14.3 12163 1252 Ve! 
Industry and Regional Development 148 204 37.8 only) 434 36.9 
Other (PES) 245 96.0 484 615 oA 
Total 845 iit 33.8 2,840 3,422 20.5 
Total transfer payments 6,374 6,915 8.5 19,834 PMN SD: 6.5 
Other program expenses: 
Crown corporation expenses 
Canadian Broadcasting Corporation 74 102 37.8 332 366 10.2 
Canada Mortgage and 
Housing Corporation 159 |bey”2 -4.4 489 570 16.6 
Other 116 120 3.4 476 546 14.7 
Total 349 374 7.2 1,297 1,482 14.3 
Defence 979 O15 -6.5 2,608 Ppsey: -2.1 
All other departments and agencies D2) Wels i 16 6,967 T5816 122 
Total other program expenses 3,650 4,020 10.1 10,872 11,850 9.0 
Total program expenses 10,024 103935 9.1 30,706 32,982 7.4 
Public debt charges 3,142 2,914 -7.3 D323) 8,621 -6.6 
Total budgetary expenses 13,166 13,849 5.2 395937 41,603 4.2 
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Table 4 
The budgetary balance and financial requirement/source 
June April to June 
2002 2003 2002-03 2003-04 
($ millions) 

Budgetary balance (deficit/surplus) 3,803 2,609 3,414 3,198 
Non-budgetary transactions 

Capital investing activities -146 -19] -337 -398 

Other investing activities 108 -21 101 -145 


Other activities 
Accounts payable, receivables, 


accruals and allowances -6,911 -10,173 -10,557 -13,841 
Foreign exchange activities -757 420 L721 207 
Amortization of tangible capital assets 194 208 602 624 

Total other activities -7,474 -9,545 -11,676 -13,010 
Total non-budgetary transactions = 542 -9,757 -11,912 =13,)53 
Net financial source/requirement -3,709 -7,148 -8,498 -10,355 
Table 5 
Net financial balance and net borrowings 

June April to June 
2002 2003 2002-03 2003-04 


($ millions) 
Net financial source/requirement -3,709 -7,148 -8,498 -10,355 


Net increase (+)/decrease (-) in financing activities 
Canadian currency borrowings 


Marketable bonds -3,897 -3,705 -6,053 -3,065 
Treasury bills 700 400 8,700 2,900 
Canada Savings Bonds -161 -158 -312 -390 
Other -6 182 -8 177 

Total -3,364 -3,281 Jeno Pal -378 
Foreign currency borrowings -55 80 -249 -152 
Total -3,419 -3,201 2,078 -530 
Pension and other accounts -748 -24 -552 802 
Net change in financing activities -4,167 =3,22) 1,526 ad ge 


Change in cash balance -7,876 -10,373 -6,972 -10,083 
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Note to readers 


Beginning with the April 2003 Fiscal Monitor, 
the financial results are presented on a full accrual 
basis of accounting. This has necessitated a 
recasting of the previously published monthly 
financial results for 2002-03. It has also resulted 
in a number of classification and terminology 
changes. The Statement of Assets and Liabilities 
will be presented once final results for 2002-03 
are published. 


In the 2003 budget the Government implemented 
its commitment to present its financial statements 
on a full accrual accounting basis. Previously the 
Government’s financial statements were prepared 
under modified accrual accounting. Full accrual 
accounting provides a more comprehensive 
reporting of assets and liabilities and a more 
transparent picture of the Government’s financial 
position. Under full accrual, the budgetary balance 
is now more reflective of current economic 
developments, rather than being influenced by 


prior-year developments. It is the accounting 
standard recommended for senior levels of 
government in Canada by the Public Sector 
Accounting Board of the Canadian Institute of 
Chartered Accountants and has been strongly 
recommended by the Auditor General of Canada 
and the House of Commons Standing Committee 
on Public Accounts. 


The shift to full accrual accounting primarily 
affects tax revenues and non-financial, or capital, 
assets. Tax revenues are now accounted for in 
the period to which they relate, not when they 
are received, as was the case under modified 
accrual. Under full accrual, the costs of capital 
assets are now being spread over the useful lives 
of these assets. Under modified accrual, such 
costs were recognized in the year of purchase. 
For more information on the implementation and 
effects of full accrual accounting, please refer to 
Annex 6 of The Budget Plan 2003, which is 
available at www.fin.gc.ca. 


For additional copies or subscription inquiries, please contact the Distribution Centre at (613) 995-2855. 
For other inquiries about this publication, contact Peter DeVries at (613) 996-7397. 
Also available on the Internet (including advance tentative release dates) at www.fin.gc.ca. 


Ce document est également offert en francais. 
September 2003 
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Highlights 


July 2003: budgetary deficit of $1.1 billion 


There was a budgetary deficit of $1.1 billion in July 2003, compared to a restated surplus of $37 million 
in July 2002. The year-over-year deterioration in the fiscal balance resulted from lower budgetary revenues 
(down $0.3 billion), primarily due to lower corporate income tax and goods and services tax (GST) 
revenues, and higher program expenses (up $1.0 billion), primarily due to higher departmental and agency 
operating expenses. Public debt charges were down $0.2 billion. 


April to July 2003: budgetary surplus of $2.1 billion 


The budgetary surplus is estimated at $2.1 billion for the April to July 2003 period, down $1.3 billion 
from the surplus of $3.5 billion reported in the same period of 2002-03. The lower surplus to date 
primarily reflects the impact on revenues of the weakness in economic activity in the second quarter of 
2003 due to a number of shocks. It also reflects the new spending initiatives and tax reductions announced 
in recent budgets. Among the major components, budgetary revenues were up $1.2 billion, or 2.0 per cent, 
program expenses were up $3.3 billion, or 7.9 per cent, while public debt charges were down $0.8 billion, 


or 6.2 per cent. 


July 2003: budgetary results 


The budgetary balance decreased by $1.1 billion, 
from a surplus of $37 million in July 2002 to a 
deficit of $1.1 billion in July 2003. Budgetary 
revenues, at $13.5 billion, were down $0.3 billion, 
or 2.0 per cent, primarily reflecting lower GST 
and corporate income tax revenues. 


¢ Excise taxes and duties decreased by 
$0.5 billion or 13.7 per cent, with all 
components lower. GST revenues declined 
$0.4 billion, or 15.6 per cent, unwinding the 
large year-over-year increase reported last 
month. On a monthly basis, cash received is 
used as a proxy for the accrual numbers, with 
adjustments made at year-end. Customs import 
duties declined 8.7 per cent due to lower 
imports, while sales and excise tax revenues 
declined by 7.0 per cent, primarily reflecting 
lower revenues from motive fuel taxes. 


* Corporate income tax revenues were down 
$0.3 billion, or 23.1 per cent. The year-over- 
year decline is entirely attributable to higher 


gee Department of Finance Ministére des Finances 


Canada Canada 


refunds as instalment payments were up 
slightly. As noted in the 2003 budget, the data 
to convert corporate tax revenues to accrual are 
not available in order to present the financial 
statements in a timely manner. As such, cash 

is used as a proxy for the accrual numbers. 


Personal income tax revenues increased 

$0.3 billion, or 4.7 per cent, due to higher tax 
remittances from employment income, 
reflecting the increase in the number 

of employed. 


Employment insurance (EI) premiums were 
marginally higher, as the increase in 
employment, and therefore in the number of 
Canadians paying premiums, largely offset the 
reduction in premium rates (the employee rate 
for 2003 is $2.10 per $100 of insurable earnings 
compared to $2.20 in 2002). 


Other revenues, consisting of revenues from 
Crown corporations and from sales of goods 
and services and foreign exchange revenues, 
increased 11.0 per cent, reversing part of the 
year-over-year decline in the previous month. 


4, Canada 
am ) 
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On a year-over-year basis, program expenses in 
July 2003 were $1.0 billion, or 9.4 per cent, higher 
than in July 2002. All major components were 
higher except transfers to persons. 


Transfer payments increased by $0.2 billion, or 
2.2 per cent, on a year-over-year basis. 


¢ Major transfers to persons, consisting of elderly 
and EI benefits, were down $41 million, or 
1.2 per cent, due to lower EI benefit payments, 
down $162 million, or 13.5 per cent. This year- 
over-year decline in EI benefit payments 
primarily reflects the timing of payments 
between June and July. Elderly benefits 
increased $121 million, or 5.8 per cent, due to 
an increase in the number of individuals eligible 
for benefits and higher average benefits, which 
are indexed to inflation. 


¢ Major transfers to other levels of government, 
consisting of the Canada Health and Social 
Transfer (CHST), fiscal transfers and Alternative 
Payments for Standing Programs, were up 
$86 million, or 3.6 per cent. The year-over-year 
increase is attributable to higher CHST cash 
transfers, reflecting the February 2003 
agreement reached by first ministers to 
increase funding from $18.6 billion in 2002-03 
to $20.3 billion in 2003-04. Fiscal transfers, 
which consist of equalization, payments to 
the territorial governments, statutory subsidies 
and recoveries under the Youth Allowance 
Recovery Program, were lower, reflecting 
lower equalization transfers due to improved 
economic developments in the 
eligible provinces. 


¢ Subsidies and other transfers increased by 
$107 million, or 9.3 per cent, primarily 
reflecting the impact of budget measures. 


Other program expenses consist of operating 
expenses for departments and agencies, including 
defence and Crown corporations. On a year-over- 
year basis, these expenses were up $0.8 billion, or 
22.7 per cent, reflecting the impact of increased 
Operating costs as well as policy initiatives 
announced in previous budgets. 


Public debt charges were down $0.2 billion, or 

5.1 per cent, due to both a decline in the stock of 
interest-bearing debt and a lower average effective 
interest rate on that debt. 


April to July 2003: budgetary results 


In the first four months of the 2003-04 fiscal year, 
there was a budgetary surplus of $2.1 billion—a 
year-over-year deterioration of $1.3 billion from 
the surplus of $3.5 billion reported in the same 
period last year. The lower surplus reflects the 
impact on revenues of the weakness in economic 
activity due to a series of shocks that hit the 
Canadian economy in the second quarter of 2003. 
It also reflects the impact of spending initiatives 
and tax reductions announced in recent budgets. 


On a year-over-year basis, budgetary revenues 
were up $1.2 billion, or 2.0 per cent. 


¢ Personal income tax revenues were up 
$0.5 billion, or 2.0 per cent. This increase is 
attributable to higher tax remittances from 
employment income, as employment, and 
therefore the number of Canadians paying taxes, 
was up over last year. The net impact of this 
increase in taxes from employment income was 
somewhat dampened by lower remittances from 
quarterly filers and the reduction in tax rates 
announced in previous budgets. On balance, the 
growth in personal income taxes to date is in 
line with the growth in wages and salaries, 
adjusted for the impact of budget measures. 


¢ Corporate income taxes increased $0.3 billion, 
or 4.2 per cent, reflecting higher instalment 
payments, which are broadly in line with the 
growth in corporate profits. 


Revenues and expenses 
(April to July 2003) 
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¢ Excise taxes and duties increased $0.2 billion, 
or 1.2 per cent, as all components except 
customs import duties were higher. GST 
revenues were up $0.3 billion, or 2.9 Pemccnt, 
reflecting weakness in the underlying tax base, 


while sales and excise taxes were up marginally. 


The decrease in customs import duties reflects 
lower imports subject to import duties. 


¢ EI premiums were virtually unchanged, as the 
reduction in premium rates virtually offset 
the impact of the increase in the number of 
people employed. 


¢ Other revenues were up 2.1 per cent. 


On a year-over-year basis, program expenses in 
the April to July 2003 period were up $3.3 billion, 
or 7.9 per cent, over the same period last year. 


Transfer payments increased by $1.4 billion, 
or 5.4 per cent. 


¢ Major transfers to persons, consisting of elderly 
and EI benefits, were up $0.3 billion, or 
2.2 per cent. Elderly benefits increased 
4.1 per cent while EI benefits were down 
1.4 per cent. 


¢ Major transfers to other levels of government 
increased by $0.5 billion, or 5.0 per cent, 
primarily reflecting higher entitlements under 
the CHST program. 


* Subsidies and other transfers increased by 
$0.7 billion, or 17.1 per cent, primarily 
reflecting the impact of budget measures. 


Budgetary balance 
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Other program expenses increased by $1.8 billion, 
or 12.5 per cent, with all components higher. The 
increases in Crown corporation expenses, defence 
and all other departmental and agency program 
expenses are primarily due to the impact of 
increased operating costs as well as policy 
initiatives announced in previous budgets. 


Financial requirement of $11.9 billion 
for April to July 2003 


The budgetary balance is presented on a full 
accrual basis of accounting, recording government 
assets and liabilities when they are receivable or 
incurred, regardless of when the cash is received or 
paid. In addition, the budgetary balance includes 
only those activities over which the Government 
has legislative control. 


In contrast, the financial source/requirement 
measures the difference between cash coming in to 
the Government and cash going out. This measure 
is affected not only by changes in the budgetary 
balance but also by the cash source/requirement 
resulting from the Government’s investing 
activities through its acquisition of capital assets 
and its loans, financial investments and advances, 
as well as from other activities, including payment 
of accounts payable and collection of accounts 
receivable, foreign exchange activities, and the 
amortization of its tangible capital assets. The 
difference between the budgetary balance and 
financial source/requirement is recorded in non- 
budgetary transactions. 
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Non-budgetary transactions resulted in a net 
requirement of $14.0 billion in the first four 
months of 2003-04, up $4.3 billion from the 
requirement in the same period last year. This 
increase primarily reflects cash transfers to the 
trust funds established in the 2003 budget for the 
CHST cash supplement ($2.5 billion) and the 


Diagnostic/Medical Equipment Fund ($1.5 billion). 


The liability for these trust transfers was 
established in 2002-03 and affected the budgetary 
balance in that year. Therefore the cash payments 
have no impact on the budgetary balance this year. 


With a budgetary surplus of $2.1 billion and a net 
requirement of $14.0 billion from non-budgetary 

transactions, there was a financial requirement of 
$11.9 billion in the April to July 2003 period, up 

$5.6 billion from the same period last year. 


Net financing activities up $0.6 billion 


This financial requirement of $11.9 billion was 
financed by a reduction in the Government’s cash 
balances of $11.3 billion and an increase of 

$0.6 billion in net financing activities through 

an increase in unmatured debt transactions and 
liabilities to the pension and other accounts. 

The level of cash balances varies from month to 
month based on a number of factors including 
periodic large debt maturities, which can be quite 
volatile on a monthly basis. Cash balances at the 
end of July stood at $3.4 billion. 
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Table | 


Summary statement of transactions 


July April to July 
2002 2003 2002-03 2003-04. 
($ millions) 
Budgetary transactions 
Revenues 13,7710 13,490 Dial23 58,291 
Expenses 
Program expenses 10,524 LLG -41,232 -44,497 
Public debt charges 3,209 -3,045 -12,439 -11,666 
Budgetary balance (deficit/surplus)' oil -1,071 3,452 228 
Non-budgetary transactions 2.195 EADS Sou 18 -13,980 
Financial source/requirement Dae -1,499 -6,266 eS a2 
Net change in financing activities -4,259 280 -2,730 550 
Net change in cash balances -2,027 -1,219 -8,996 -11,302 
Cash balance at end of period 2,955 32093 
Note: Positive numbers indicate net source of funds. Negative numbers indicate net requirement for funds. 
Under modified accrual, a deficit of $128 million was recorded for July 2002. 
Table 2 
Budgetary revenues 
July April to July 
2002 2003 Change 2002-03 2003-04 Change 
( millions) (%) ($ millions) (%) 
Income taxes 
Personal income tax 6,403 6,706 aN) 25,899 26,413 2.0 
Corporate income tax L119 861 =2 301 6,324 6,592 an 
Other income tax revenue 306 393 28.4 837 982 3 
Total income tax 7,828 7,960 Ihei/ 33,060 33,987 2.8 
Excise taxes and duties 
Goods and services tax 2,550 Piney) -15.6 Wiley 9,425 DS) 
Customs import duties 230 210 -8.7 L032 879 -14.8 
Sales and excise taxes 781 726 -7.0 3,066 3,072 On 
Air Travellers Security Charge 34 15 -55.9 110 147 33.6 
Total excise taxes and duties 3,601 3,108 -13.7 [3367 135523 iV? 
Total tax revenues 11,429 11,068 -3.2 46,427 47,510 28 
Employment insurance premiums 1,647 FOZ 0.3 6,887 6,893 0.1 
Other revenues 694 770 11.0 3,809 3,888 Zl 
Total budgetary revenues 13,770 13,490 -2.0 57,123 58,291 2.0 
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Table 3 
Budgetary expenses 
July April to July 
2002 2003 Change 2002-03 2003-04 Change 
($ millions) (%) ($ millions) (%) 
Transfer payments 
Transfers to persons 
Elderly benefits 2,093 2,214 5.8 8,498 8,847 4.] 
Employment insurance benefits 1,198 1,036 -13.5 4,671 4,607 -1.4 
Total S291 3,250 ol 133169 13,454 IAD: 
Transfers to other levels of government 
Canada Health and Social Transfer lest) 1,691 Oral 6,200 6,766 rd 
Fiscal transfers 1,042 988 -5.2 a3 3,991 -3.5 
Alternative Payments for 
Standing Programs -210 -211 OS -841 -784 -6.8 
Total PRR. 2,468 B20 9,496 Spee. 5.0 
Subsidies and other transfers 
Agriculture 44 uy) -38.6 107 46 -57.0 
Foreign Affairs 208 159 -23.6 421 ae 40.9 
Health 1s) od el 499 SN 3.6 
Human Resources Development 96 85 s1125 SH 427 lanl 
Indian and Northern Development 305 52 23 1,468 1,564 6.5 
Industry and Regional Development 136 179 31-6 453 613 35,0 
Other oy 310 Gl 679 O28 SL) 
Total 1,156 1,263 yee) 3095 4,683 at 
Total transfer payments 6,829 6,981 Pip 26,663 28,110 5.4 
Other program expenses 
Crown corporation expenses 
Canadian Broadcasting Corporation TS >I -32.0 407 417 DES 
Canada Mortgage and 
Housing Corporation 153 166 SD 642 Ted) 14.8 
Other 194 [92 -1.0 670 ey) 10.0 
Total 422 409 -3.1 [719 1,891 10.0 
Defence 801 969 21.0 3,411 a0) 33 
All other departments and agencies 2,472 opuley) PAG 9,439 10,974 16.3 
Total other program expenses 8,099 4,535 red 14,569 16,387 1S 
Total program expenses 10,524 bE S16 9.4 41,232 44,497 We 
Public debt charges 3,209 3,045 -5.1 12,439 11,666 -6.2 
Total budgetary expenses MOBI SS) 14,561 6.0 23,07 1 56,163 4.6 
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Table 4 
The budgetary balance and financial requirement/source 
. July April to July 
2002 2003, ___ 2002-03 2003-04 
($ millions) 
Budgetary balance (deficit/surplus) Cy -1,071 3,452 Zs 
Non-budgetary transactions 
Capital investing activities -402 -241 -561 -57 
Other investing activities -| 144 100 
Other activities 
Accounts payable, receivables, 
accruals and allowances 849 -747 -9,876 -14,639 
Foreign exchange activities ey! 205 165 412 
Amortization of tangible capital assets (oD Zl 784 824 
Total other activities 2,598 -331 -9,257 = 13,403 
Total non-budgetary transactions 25195 -428 -9,718 -13,980 
Net financial source/requirement 2,232 ae) -6,266 -11,852 
Table 5 
Net financial balance and net borrowings . oe 
July April to July : 
2002 2003 —___ 2002-03 _ 2003-04 
($ millions) 
Net financial source/requirement Dene -1,499 -6,266 -11,852 
Net increase (+)/decrease (-) in financing activities 
Canadian currency borrowings 
Marketable bonds -29 15/29 -6,08 | -4,794 
Treasury bills -1,850 2,900 6,850 5,800 
Canada Savings Bonds -9] -99 -403 -489 
Other 0 -2 -8 176 
Total 1,970 1,070 358 693 
Foreign currency borrowings -1,738 -82 -1,987 -235 
Total -3,708 988 -1,629 458 
Pension and other accounts -551 -708 -1,101 92 
Net change in financing activities -4,259 280 -2,730 550 
Change in cash balance -2,027 sale) -8,996 “11,302 
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Note to readers 


Beginning with the April 2003 Fiscal Monitor, 
the financial results are presented on a full accrual 
basis of accounting. This has necessitated a 
recasting of the previously published monthly 
financial results for 2002-03. It has also resulted 
in a number of classification and terminology 
changes. The Statement of Assets and Liabilities 
will be presented once final results for 2002—03 
are published. 


In the 2003 budget the Government implemented 
its commitment to present its financial statements 
on a full accrual accounting basis. Previously the 
Government’s financial statements were prepared 
under modified accrual accounting. Full accrual 
accounting provides a more comprehensive 
reporting of assets and liabilities and a more 
transparent picture of the Government’s financial 
position. Under full accrual, the budgetary balance 
is now more reflective of current economic 
developments, rather than being influenced by 


prior-year developments. It is the accounting 
standard recommended for senior levels of 
government in Canada by the Public Sector 
Accounting Board of the Canadian Institute of 
Chartered Accountants and has been strongly 
recommended by the Auditor General of Canada 
and the House of Commons Standing Committee 
on Public Accounts. 


The shift to full accrual accounting primarily 
affects tax revenues and non-financial, or capital, 
assets. Tax revenues are now accounted for in 

the period to which they relate, not when they 

are received, as was the case under modified 
accrual. Under full accrual, the costs of capital 
assets are now being spread over the useful lives 
of these assets. Under modified accrual, such costs 
were recognized in the year of purchase. For more 
information on the implementation and effects of 
full accrual accounting, please refer to Annex 6 of 
The Budget Pan 2003, which is available at 
www.fin.gc.ca. 


For additional copies or subscription inquiries, please contact the Distribution Centre at (613) 995-2855. 
For other Inquiries about this publication, contact Peter DeVries at (613) 996-7397. 
Also available on the Internet (including advance tentative release dates) at www.fin.gc.ca. 
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Highlights 


August 2003: budgetary deficit of $822 million 


There was a budgetary deficit of $822 million in August 2003, up $167 million from the restated deficit 
of $655 million in August 2002. On a year-over-year basis, budgetary revenues were up $287 million, or 
2.2 per cent, while program expenses increased $369 million, or 3.5 per cent, and public debt charges 


increased $85 million, or 2.9 per cent. 


April to August 2003: budgetary surplus of $1.3 billion 


The budgetary surplus is estimated at $1.3 billion for the April to August 2003 period, down $1.5 billion 
from the surplus of $2.8 billion reported in the same period of 2002-03. The lower surplus to date 
primarily reflects the impact on revenues of the weakness in economic activity in the second quarter of 
2003 due to a number of domestic shocks. It also reflects the new spending initiatives and tax reductions 
announced in recent budgets. Among the major components, budgetary revenues were up $1.5 billion, 
or 2.1 per cent, program expenses were up $3.6 billion, or 7.0 per cent, while public debt charges were 


$0.7 billion, or 4.5 per cent, lower. 


August 2003: budgetary results 


The August 2003 budgetary deficit of $822 million 
was $167 million higher than the deficit of 
$655 million reported in August 2002. 


On a year-over-year basis, budgetary revenues, 
at $13.1 billion, were up $0.3 billion, or 

2.2 per cent, primarily reflecting higher personal 
income tax revenues. 


Personal income tax revenues increased 
$0.2 billion, or 3.8 per cent, due to higher 
tax remittances from employment income, 
reflecting the increase in the number of 
employed. 


Corporate income tax revenues were up slightly 
due entirely to lower refunds, as monthly 
instalment payments were down. As noted in 
the 2003 budget, the data to convert corporate 
income tax revenues to accrual are not available 
in order to present the financial statements in a 
timely manner. As such, cash is used as a proxy 
for the accrual numbers. 


e Excise taxes and duties decreased by 


$0.1 billion, or 3.7 per cent, with considerable 
variation among the components. Goods 

and services tax (GST) revenues declined 

$0.3 billion, or 13.3 per cent. In contrast, 

both customs import duties and sales and 
excise taxes were up strongly, unwinding some 
of the declines witnessed in previous periods. 


Employment insurance (EI) premiums were 
lower, as the increase in employment, and 
therefore in the number of Canadians paying 
premiums, was more than offset by the 
reduction in premium rates (the employee 
rate for 2003 is $2.10 per $100 of insurable 
earnings compared to $2.20 in 2002). 


Other revenues, consisting of revenues from 
Crown corporations, sales of goods and services 
and foreign exchange revenues, increased 

24.6 per cent. This category of revenues is 

quite volatile on a monthly basis. 
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On a year-over-year basis, program expenses in 
August 2003 were $0.4 billion, or 3.5 per cent, 
higher than in August 2002. Transfer payments 
were higher while other program expenses 
were lower. 


Transfer payments increased by $0.4 billion, or 
6.8 per cent, on a year-over-year basis. 


¢ Major transfers to persons, consisting of elderly 
and EI benefits, were up $0.2 billion, or 
5.4 per cent. Elderly benefits increased 
4.8 per cent due to an increase in the number 
of individuals eligible for benefits and higher 
average benefits, which are indexed to inflation. 
EI benefit payments were up 6.4 per cent, 
primarily reflecting an increase in the number 
of beneficiaries. 


¢ Major transfers to other levels of government, 
consisting of the Canada Health and Social 
Transfer (CHST), fiscal transfers and Alternative 
Payments for Standing Programs, were up 
$0.1 billion, or 4.5 per cent. The year-over-year 
increase is attributable to higher CHST cash 
transfers, reflecting the February 2003 
agreement reached by first ministers to increase 
funding from $18.6 billion in 2002-03 to 
$20.3 billion in 2003-04. Fiscal transfers, 
which consist of equalization, payments to the 
territorial governments, statutory subsidies and 
recoveries under the Youth Allowance Recovery 
Program, were lower, reflecting lower 
equalization transfers due to improved economic 
developments in the eligible provinces. 


* Subsidies and other transfers increased by 
$0.2 billion, or 17.6 per cent, primarily 
reflecting the impact of budget measures and 
increased assistance to farmers. 


Other program expenses consist of operating 
expenses for departments and agencies, including 
defence and Crown corporations. On a 
year-over-year basis, these expenses were down 
$0.1 billion, or 1.7 per cent, primarily reflecting 
adjustments to previous periods in 2002-03. 


Public debt charges were up $0.1 billion, or 
2.9 per cent, due to an increase in the stock of 
interest-bearing debt as the average effective 
interest rate on that debt declined. 


April to August 2003: budgetary results 


In the first five months of the 2003-04 fiscal year, 
there was a budgetary surplus of $1.3 billion—a 
year-over-year deterioration of $1.5 billion from 
the surplus of $2.8 billion reported in the same 
period last year. The lower surplus reflects the 
impact on revenues of the weakness in economic 
activity due to a series of shocks that hit the 
Canadian economy in the second quarter of 2003. 
It also reflects the impact of spending initiatives 
and tax reductions announced in recent budgets. 


On a year-over-year basis, budgetary revenues 
were up $1.5 billion, or 2.1 per cent. 


* Personal income tax revenues were up 
$0.7 billion, or 2.3 per cent. This increase is 
attributable to higher tax remittances from 
employment income, as employment, and 
therefore the number of Canadians paying 
taxes, was up over last year. The net impact 
of this increase in taxes from employment 
income was somewhat dampened by lower 
remittances from quarterly filers and the 
reduction in tax rates announced in previous 
budgets. On balance, the growth in personal 
income taxes to date is in line with the growth 
in wages and salaries, adjusted for the impact 
of budget measures. 


* Corporate income taxes increased $0.3 billion, 


or 4.7 per cent, reflecting higher instalment 
payments, which are broadly in line with the 
growth in corporate profits, and lower refunds. 


Revenues and expenses 
(April to August 2003) 


$ billions 


Subsidies and 
other transfers 


Other revenues 6 


Corporate oy 
income taxes °° Transfers to other 
‘ ~ levels of gov't 
El premiums 8.4 
| 44.6 Public debt 
; ~~ charges 
Excise taxes 174 
and duties 
Transfers 
188 45 persons 
Personal 


income taxes ~~ . 
205 Other program 
~ expenses 


70.1 
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e Excise taxes and duties were up marginally. 
GST revenues were down slightly, reflecting 
weakness in the underlying tax base and higher 
refunds. Sales and excise taxes were up 
marginally, while customs import duties were 
lower, reflecting lower imports subject to 
import duties. 


¢ EI premiums were slightly lower, as the 
reduction in premium rates more than offset 
the impact of the increase in the number of 
people employed. 


e Other revenues were up 6.5 per cent. 


On a year-over-year basis, program expenses in the 
April to August 2003 period were up $3.6 billion, 
or 7.0 per cent, over the same period last year. 


Transfer payments increased by $1.9 billion, 
or 5.7 per cent. 


¢ Major transfers to persons, consisting of 
elderly and EI benefits, were up $0.5 billion, 
or 2.8 per cent. Elderly benefits increased 
4.3 per cent while EI benefits were virtually 
unchanged. 


¢ Major transfers to other levels of government 
increased by $0.6 billion, or 4.9 per cent, 
primarily reflecting higher entitlements under 
the CHST program. 


e Subsidies and other transfers increased by 
$0.9 billion, or 17.2 per cent, primarily 
reflecting the impact of budget measures and 
increased financial assistance to farmers. 


Budgetary balance 

$ billions % of GDP 

30 6 
{_] left scale — right scale 


al 


20 
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Sources: Department of Finance and Statistics Canada. 


Other program expenses increased by $1.7 billion, 
or 9.3 per cent, with all components higher. The 
increases in Crown corporation expenses, defence 
and all other departmental and agency program 
expenses are primarily due to the impact of 
increased operating costs as well as policy 
initiatives announced in previous budgets. 


Financial requirement of $12.1 billion 
for April to August 2003 


The budgetary balance is presented on a full 
accrual basis of accounting, recording government 
assets and liabilities when they are receivable or 
incurred, regardless of when the cash is received 
or paid. In addition, the budgetary balance includes 
only those activities over which the Government 
has legislative control. 


In contrast, the financial source/requirement 
measures the difference between cash coming in to 
the Government and cash going out. This measure 
is affected not only by changes in the budgetary 
balance but also by the cash source/requirement 
resulting from the Government’s investing 
activities through its acquisition of capital assets 
and its loans, financial investments and advances, 
as well as from other activities, including payment 
of accounts payable and collection of accounts 
receivable, foreign exchange activities, and the 
amortization of its tangible capital assets. The 
difference between the budgetary balance and 
financial source/requirement is recorded in 
non-budgetary transactions. 


Federal debt (accumulated deficit) 


$ billions % of GDP 
600 100 
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Non-budgetary transactions resulted in a net 
requirement of $13.5 billion in the first five 
months of 2003-04, up $3.8 billion from the 
requirement in the same period last year. This 
increase reflects cash transfers to the trust funds 
established in the 2003 budget for the CHST 
cash supplement ($2.5 billion) and the 


Diagnostic/Medical Equipment Fund ($1.5 billion). 


The liability for these trust transfers was 
established in 2002-03 and affected the budgetary 
balance in that year. Therefore the cash payments 
have no impact on the budgetary balance this year. 


With a budgetary surplus of $1.3 billion and a net 
requirement of $13.5 billion from non-budgetary 
transactions, there was a financial requirement of 
$12.1 billion in the April to August 2003 period, 
up $5.2 billion from the same period last year. 


Net financing activities up $5.8 billion 


This financial requirement of $12.1 billion was 
financed by a reduction in the Government’s cash 
balances of $6.4 billion and an increase of 

$5.8 billion in net financing activities through 

an increase in unmatured debt transactions and 
liabilities to the pension and other accounts. The 
level of cash balances varies from month to month 
based on a number of factors including periodic 
large debt maturities, which can be quite volatile 
on a monthly basis. Cash balances at the end of 
August stood at $8.3 billion. 
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Table 1 
Summary statement of transactions 


August April to August 


2002 2003 2002-03 2003-04 


($ millions) 


Budgetary transactions 


Revenues 12,856 13,143 69,978 71,434 
Expenses 
Program expenses -10,613 -10,982 -51,844 -55,479 
Public debt charges -2,898 -2,983 “15,337 -14,649 
Budgetary balance (deficit/surplus)' -655 -822 edo, 1,306 
Non-budgetary transactions 19 526 -9,700 -13,452 
Financial source/requirement -636 -296 -6,903 -12,146 
Net change in financing activities 5,608 52235 2,879 5,784 
Net change in cash balances 4,972 4,939 -4,024 -6,362 
Cash balance at end of period P92), 8,336 


Note: Positive numbers indicate net source of funds. Negative numbers indicate net requirement for funds. 


' Under modified accrual, a deficit of $4 million was recorded for August 2002. 


Table 2 
Budgetary revenues 
August April to August 
2002 2003 Change 2002-03 2003-04 Change 
($ millions) (%) ($ millions) (%) 
Tax revenues 
Income taxes 
Personal income tax 5,447 Dr05S 3.8 31,346 32,065 23 
Corporate income tax 1,019 1,096 7.6 7,343 7,688 4.7 
Other income tax revenue 234 197 -15.8 Lom 1,179 10.1 
Total income tax 6,700 6,946 Syd] 39,760 40,932 29 
Excise taxes and duties 
Goods and services tax Doe) Page) Sikes) Lie i2 11,638 -0.6 
Customs import duties 306 349 14.1 38 1,228 -8.2 
Sales and excise taxes 848 1,010 19.1 3,916 4,080 a) 
Air Travellers Security Charge 36 32 -11.1 146 RD 22.6 
Total excise taxes and duties BIAS 3,604 =3./ Le, ith Was 0.1 
Total tax revenues 10,443 10,550 KD) 56,872 58,057 De) 
Employment insurance premiums 16 1,475 -2.7 8,402 8,368 -0.4 
Other revenues 897 1,118 24.6 4,704 5,009 6.5 


| Total budgetary revenues 12,856 13,143 Pap 69,978 71,434 Dp 
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Table 3 
Budgetary expenses 


August April to August 
2002 2003 Change 2002-03 2003-04 Change 
($ millions) (%) ($ millions) (%) 
Transfer payments 
Transfers to persons 
Elderly benefits 2450) 2233 4.8 10,628 11,080 4.3 
Employment insurance benefits 1,010 OTS 6.4 5,680 5,682 0.0 
Total 3,140 3,308 5.4 16,308 16,762 2.8 
Transfers to other levels of government 
Canada Health and Social Transfer 1,550 1,692 Of Tals 8,458 9.1 
Fiscal transfers OA: 1,008 ei) 5,180 4,999 SPS) 
Alternative Payments for 
Standing Programs -210 -211 0 -1,051 -995 -5.3 
Total 2,382 2,489 4.5 11,879 12,462 4.9 
Subsidies and other transfers 
Agriculture 78 211 170.5 185 257 38.9 
Foreign Affairs 101] 104 a0 523 697 330 
Health 61 99. 6273 560 616 10.0 
Human Resources Development 146 80 -45.2 SF, 507 -1.9 
Indian and Northern Development 302 313 3.6 L770 Low Ad! 6.0 
Industry and Regional Development 165 216 30.9 618 830 34.3 
Other 90 86 -4.4 769 1,009 ol 
Total 943 1,109 LEG 4,942 53193 Ve 
Total transter payments 6,465 6,906 6.8 33,129 39;017 Sal 
Other program expenses 
Crown corporation expenses 
Canadian Broadcasting Corporation cS 74 -1.3 482 49] ies 
Canada Mortgage and 
Housing Corporation 149 172 15.4 1) 909 14.9 
Other 126 178 41.3 197 OS 14.8 
Total 350 424 21a 2,070 EONS 11.8 
Defence P83 (ee -4.4 4,593 4,652 Ie 
All other departments and agencies 2,015 22 -3.6 12052 13,495 12.0 
Total other program expenses 4,148 4,076 -1.7 18,715 20,462 he: 
Total program expenses 10,613 10,982 35 51,844 55,479 7.0 
Public debt charges 2,898 25983 ES [5,300 14,649 -4.5 
Total budgetary expenses esd 13;965 3.4 67,181 70,128 4.4 
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Table 4 
Budgetary balance and financial source/requirement 
August April to August 
2002 2003 2002-03 2003-04 
($ millions) 
Budgetary balance (deficit/surplus) -655 -822 2,197 1,306 
Non-budgetary transactions 
Capital investing activities -188 -130 -750 -707 
Other investing activities 83 -29 183 -29 


Other activities 
Accounts payable, receivables, 


accruals and allowances 498 229 =-9378 -14,.408 
Foreign exchange activities -789 -25 -953 387 
Amortization of tangible capital assets 415 48] 1,198 1,305 
Total other activities 124 685 =95 133 -12,716 

Total non-budgetary transactions 19 526 -9,700 -13,452 
Financial source/requirement -636 -296 -6,903 -12,146 
Table 5 
Financial source/requirement and net financing activities 
August April to August 
2002 2003 2002-03 2003-04 


($ millions) 


Financial source/requirement -636 -296 -6,903 -12,146 


Net increase (+)/decrease (-) in financing activities 
Canadian currency borrowings 


Marketable bonds 5,214 1,451 -867 -3,343 
Treasury bills 600 3,900 7,450 9,700 
Canada Savings Bonds -76 -89 -478 -578 
Other 0 -| -8 174 

Total 38 a PAS! 6,097 ake bls. 
Foreign currency borrowings 5 -138 -1,982 -373 
Total 5,743 DIS) 4,115 5,580 
Pension and other accounts -135 je -1,236 204 
Net change in financing activities 5,608 D250 2,879 5,784 


Change in cash balance ANE 4,939 -4,024 -6,362 
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Note to readers 


Beginning with the April 2003 Fiscal Monitor, 
the financial results are presented on a full accrual 
basis of accounting. This has necessitated a 
recasting of the previously published monthly 
financial results for 2002-03. It has also resulted 
in a number of classification and terminology 
changes. The Statement of Assets and Liabilities 
will be presented once final results for 2002—03 
are published. 


In the 2003 budget the Government implemented 
its commitment to present its financial statements 
on a full accrual accounting basis. Previously the 
Government’s financial statements were prepared 
under modified accrual accounting. Full accrual 
accounting provides a more comprehensive 
reporting of assets and liabilities and a more 
transparent picture of the Government’s financial 
position. Under full accrual, the budgetary balance 
is now more reflective of current economic 
developments, rather than being influenced by 


prior-year developments. It is the accounting 
standard recommended for senior levels of 
government in Canada by the Public Sector 
Accounting Board of the Canadian Institute of 
Chartered Accountants and has been strongly 
recommended by the Auditor General of Canada 
and the House of Commons Standing Committee 
on Public Accounts. 


The shift to full accrual accounting primarily 
affects tax revenues and non-financial, or capital, 
assets. Tax revenues are now accounted for in the 
period to which they relate, not when they are 
received, as was the case under modified accrual. 
Under full accrual, the costs of capital assets are 
now being spread over the useful lives of these 
assets. Under modified accrual, such costs were 
recognized in the year of purchase. For more 
information on the implementation and effects 

of full accrual accounting, please refer to Annex 6 
of The Budget Pan 2003, which is available at 
www.fin.gc.ca. 


For additional copies or subscription inquiries, please contact the Distribution Centre at (613) 995-2855. 
For other inquiries about this publication, contact Peter DeVries at (613) 996-7397. 
Also available on the Internet (including advance tentative release dates) at www.fin.gc.ca. 
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Highlights 
September 2003: budgetary surplus of $277 million 


There was a budgetary surplus of $277 million in September 2003, $1.6 billion below the restated surplus 
of $1.8 billion in September 2002. The lower surplus in September 2003 was largely attributable to lower 
budgetary revenues, which were $1.2 billion lower than in the same period last year. On a year-over-year 
basis, program expenses increased by $0.5 billion while public debt charges were $0.1 billion lower. 


April to September 2003: budgetary surplus of $1.6 billion 


The budgetary surplus is estimated at $1.6 billion for the April to September 2003 period, down $3.0 billion 
from the restated surplus of $4.6 billion in the same period of 2002-03. Budgetary revenues were up 
marginally by $0.3 billion, or 0.3 per cent. This largely reflects the recent economic weakness due to a 
series of shocks that have hit the Canadian economy in 2003. Program expenses were up $4.2 billion, or 
6.6 per cent, primarily as a result of new spending initiatives announced in recent budgets. Public debt 
charges were down $0.8 billion, or 4.5 per cent, reflecting lower interest rates. 


¢ Total excise taxes and duties decreased by 
$0.4 billion, or 9.1 per cent. Goods and services 
tax (GST) revenues declined $0.3 billion, or 
11.6 per cent, attributable to higher refunds, 


September 2003: budgetary results 


The September 2003 budgetary surplus of 
$277 million was $1.6 billion lower than the 


$1.8-billion surplus recorded in September 2002. 


On a year-over-year basis, budgetary revenues, at 
$14.8 billion, were down $1.2 billion, or 7.3 per cent. 
Most major revenue sources were down relative to 
September 2002. 


¢ Personal income tax revenues decreased 
$0.2 billion, or 3.0 per cent, due mainly to 
lower source deductions and installment 
payments from quarterly filers. 


* Corporate income tax revenues were down 
$0.5 billion, or 35.4 per cent, due to both a 
decline in gross installment payments and higher 
refunds. As noted in the 2003 budget, the data to 
convert corporate tax revenues to accrual are not 
available in time in order to present the financial 
statements in a timely manner. As such, cash is 
used as a proxy for the accrual numbers. 


reflecting timing considerations. Sales and 
excise taxes were down $0.1 billion, or 8.2 per 
cent, while customs import duties were up 
strongly, unwinding some of the declines 
witnessed in previous periods. 


¢ Employment insurance (EI) premiums were 
3.8 per cent lower, as the reduction in premium 
rates (the employee rate for 2003 is $2.10 per 
$100 of insurable earnings compared to $2.20 
in 2002) more than offset the impact of an 
increase in employment relative to September 
2002 and therefore in the number of Canadians 
paying premiums. 

* Other revenues, consisting of revenues from 
Crown corporations, sales of goods and services 
and foreign exchange revenues, increased 
3.3 per cent. This category of revenues is quite 
volatile on a monthly basis. 
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On a year-over-year basis, program expenses in 
September 2003 were $0.5 billion, or 4.8 per cent, 
higher than in September 2002. Transfer payments 
were 7.0 per cent higher while other program 
expenses were 1.5 per cent higher. 


Transfer payments increased by $0.5 billion on a 
year-over-year basis, driven mainly by an increase 
in transfers to persons. 


¢ Major transfers to persons, consisting of elderly 
and EI benefits, were up $0.4 billion, or 
11.4 per cent. Elderly benefits increased 
5.9 per cent. Average benefits have risen 
because of higher inflation earlier in 2003 and 
an increase in the number of individuals eligible 
for benefits. EI benefit payments were up 
21.8 per cent, primarily reflecting adjustments 
for under-reporting in previous months. 


e Major transfers to other levels of government, 
consisting of the Canada Health and Social 
Transfer (CHST), fiscal transfers and Alternative 
Payments for Standing Programs, were up 
$0.1 billion, or 3.8 per cent. The year-over-year 
increase 1s attributable to higher CHST cash 
transfers, reflecting the February 2003 agreement 
reached by first ministers to increase funding 
from $18.6 billion in 2002-03 to $20.3 billion 
in 2003-04. Fiscal transfers, which consist of 
equalization, payments to the territorial 
governments, statutory subsidies and recoveries 
under the Youth Allowance Recovery Program, 
were lower, reflecting lower equalization 
transfers due to improved economic developments 
in the eligible provinces. 


¢ Subsidies and other transfers increased marginally, 
with increases in Agriculture, Foreign Affairs 
and Industry being virtually offset by lower 
transfers in other departments. 


Other program expenses consist of operating expenses 
for departments and agencies, including defence 
and Crown corporations. On a year-over-year 
basis, these expenses were up $0.1 billion, or 

1.5 per cent. 


Public debt charges were down $0.1 billion, or 
4.5 per cent, due to a decline in the average 
effective interest rate. 


April to September 2003: budgetary results 


In the first six months of the 2003—04 fiscal year, 
there was a budgetary surplus of $1.6 billion—a 
year-over-year deterioration of $3.0 billion from 
the surplus of $4.6 billion reported in the same 
period last year. The lower surplus largely reflects 
the impact on revenues of the weakness in 
economic activity due to a series of shocks that 
have hit the Canadian economy in 2003. It also 
reflects the impact of spending initiatives and tax 
reductions announced in previous budgets. 


On a year-over-year basis, budgetary revenues 
were up only $0.3 billion, or 0.3 per cent. 


¢ Personal income tax revenues were up $0.5 billion, 
or 1.2 per cent. This increase is attributable to 
higher tax remittances from employment income, 
as employment, and therefore the number of 
Canadians paying taxes, was up over last year. 
The net impact of this increase in taxes from 
employment income was somewhat dampened 
by lower remittances from quarterly filers and 
the impact of reductions in tax rates announced 
in previous budgets. On balance, the growth in 
personal income taxes to date is in line with the 
growth in wages and salaries, adjusted for the 
impact of budget measures. 


¢ Corporate income taxes decreased $0.2 billion, 
or 2.2 per cent, reflecting a decline in gross 
receipts and higher refunds. 


¢ Excise taxes and duties were down $0.4 billion, 
primarily because of a 2.8-per-cent decline in 
GST revenues. This decline primarily reflects 


Revenues and expenses | 
(April to September 2003) 


$ billions 
Revenues Expenses 
Other revenues 7.2 68 subsidies and 
other transfers 
Corporate 87 
income taxes ~ { Transfers to other 
: ™ levels of gov't 
El premiums 9.7 
Public 
Excise taxes 17.6 debt ch 
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higher refunds. Refunds in September 2002 
were unusually low, reflecting timing 
considerations. As a result, over the course of 
the fiscal year, GST revenues are expected to 
grow more in line with the applicable tax base. 
Sales and excise taxes were up marginally, while 
customs import duties were lower, reflecting 
lower imports subject to import duties. 


¢ EI premiums were slightly lower, as the reduction 
in premium rates more than offset the impact of 
the increase in the number of people employed. 


¢ Other revenues were up 6.0 per cent. 


On a year-over-year basis, program expenses in the 
April to September 2003 period were up $4.2 billion, 
or 6.6 per cent, over the same period last year. 


Transfer payments increased by $2.4 billion, or 
5.9 per cent. 


¢ Major transfers to persons, consisting of elderly 
and EI benefits, were up $0.8 billion, or 
4.2 per cent. Elderly benefits increased 4.5 per cent, 
while EI benefits were up 3.6 per cent due to a 
rise in the number of beneficiaries as well as an 
increase in average weekly benefits. 


¢ Major transfers to other levels of government 
increased by $0.7 billion, or 4.7 per cent, 
primarily reflecting higher entitlements under 
the CHST program. 


¢ Subsidies and other transfers increased by 
$0.9 billion, or 14.4 per cent, primarily 
reflecting the impact of budget measures and 
increased financial assistance to farmers. 


Budgetary balance 
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Other program expenses increased by $1.8 billion, 
or 7.8 per cent, with all components higher. The 
increases in Crown corporation expenses, defence 
and all other departmental and agency program 
expenses are primarily due to the impact of increased 
operating costs as well as policy initiatives announced 
in previous budgets. 


Financial requirement of $11.1 billion 
for April to September 2003 


The budgetary balance is presented on a full 
accrual basis of accounting, recording government 
assets and liabilities when they are receivable or 
incurred, regardless of when the cash is received or 
paid. In addition, the budgetary balance includes 
only those activities over which the Government 
has legislative control. 


In contrast, the financial source/requirement 
measures the difference between cash coming in to 
the Government and cash going out. This measure 
is affected not only by changes in the budgetary 
balance but also by the cash source/requirement 
resulting from the Government’s investing 
activities through its acquisition of capital assets 
and its loans, financial investments and advances, 
as well as from other activities, including payment 
of accounts payable and collection of accounts 
receivable, foreign exchange activities, and the 
amortization of its tangible capital assets. The 
difference between the budgetary balance and 
financial source/requirement is recorded in 
non-budgetary transactions. 


Federal debt (accumulated deficit) 
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Non-budgetary transactions resulted in a net 
requirement of $12.7 billion in the first six months 
of 2003-04, up $4.9 billion from the requirement 
in the same period last year. This primarily reflects 
cash transfers to the trust funds established in the 
2003 budget for the CHST cash supplement 

($2.5 billion) and the Diagnostic/Medical Equipment 
Fund ($1.5 billion). The liability for these trust 
transfers was established in 2002—03 and affected 
the budgetary balance in that year. Therefore the 
cash payments have no impact on the budgetary 
balance this year. 


With a budgetary surplus of $1.6 billion and a net 
requirement of $12.7 billion from non-budgetary 
transactions, there was a financial requirement of 


$11.1 billion in the April to September 2003 period. 


Net financing activities up $0.4 billion 


This financial requirement of $11.1 billion was 
financed by a reduction in the Government’s cash 
balances of $10.7 billion and an increase of 

$0.4 billion in net financing activities through an 
increase in unmatured debt transactions and 
liabilities to the pension and other accounts. The 
level of cash balances varies from month to month 
based on a number of factors including periodic 
large debt maturities, which can be quite volatile 
on a monthly basis. Cash balances at the end of 
September stood at $4.0 billion. 


Note to readers 


Beginning with the April 2003 Fiscal Monitor, the 
financial results are presented on a full accrual 
basis of accounting. This has necessitated a recasting 
of the previously published monthly financial results 
for 2002-03. It has also resulted in a number of 
classification and terminology changes. 


In the 2003 budget the Government implemented 
its commitment to present its financial statements 
on a full accrual accounting basis. Previously the 
Government’s financial statements were prepared 
under modified accrual accounting. Full accrual 
accounting provides a more comprehensive reporting 
of assets and liabilities and a more transparent 
picture of the Government’s financial position. 
Under full accrual, the budgetary balance is now 
more reflective of current economic developments, 
rather than being influenced by prior-year 
developments. It is the accounting standard 
recommended for senior levels of government in 
Canada by the Public Sector Accounting Board of 
the Canadian Institute of Chartered Accountants 
and has been strongly recommended by the 
Auditor General of Canada and the House of 
Commons Standing Committee on Public Accounts. 


The shift to full accrual accounting primarily affects 
tax revenues and non-financial, or capital, assets. 
Tax revenues are now accounted for in the period 
to which they relate, not when they are received, as 
was the case under modified accrual. Under full 
accrual, the costs of capital assets are now being 
spread over the useful lives of these assets. Under 
modified accrual, such costs were recognized in 
the year of purchase. For more information on the 
implementation and effects of full accrual accounting, 
please refer to Annex 6 of The Budget Plan 2003, 
which is available at www.fin.gc.ca. 
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Table | 
Summary statement of transactions 


September April to September 


2002 2003 2002-03 2003-04 


($ millions) 


Budgetary transactions 


Revenues 15,945 14,778 85,922 86,211 
Expenses 
Program expenses -11,054 -11,582 -62,897 -67,062 
Public debt charges -3,055 -2,919 -18,392 -17,567 
Budgetary balance (deficit/surplus)' 1,836 24) 4,633 1,982 
Non-budgetary transactions S73 749 -7,826 -12,705 
Financial source/requirement 3,709 1,026 =3193 =1t,123 
Net change in financing activities -7,710 -6,037 -4,831 396 
Net change in cash balances -4,001 -5,011 -8,024 -10,727 
Cash balance at end of period 3,924 3,913 


Note: Positive numbers indicate net source of funds. Negative numbers indicate net requirement for funds. 


' Under modified accrual, a surplus of $3.1 billion was recorded for September 2002. 


Table 2 
Budgetary revenues 
September April to September 
2002 2003 Change 2002-03 2003-04 Change 
($ millions) (%) ($ millions) (%) 
Tax revenues 
Income taxes 
Personal income tax 7,989 7,748 -3.0 39335 39,814 12 
Corporate income tax 1.529 987 -35.4 8,872 8,675 SD) 
Other income tax revenue 159 171 hes 1,229 12350 9.8 
Total income tax 9,677 8,906 -8.0 49,436 49,839 0.8 
Excise taxes and duties 
Goods and services tax 2,907 2,569 -11.6 14,618 142207 -2.8 
Customs import duties 280 OAg, 13:2 1,618 1,545 -4.5 
Sales and excise taxes 861 790 -8.2 4,710 4,870 2.0 
Air Travellers Security Charge 7 33 Sel 178 Z12 19.1 
Total excise taxes and duties 4,080 3,709 -9.] 21,190 20,834 -1.7 
Total tax revenues 1D ai i 12,615 -8.3 70,626 70,673 0.1 
Employment insurance premiums 1,374 1322 -3.8 9,776 9,689 -0.9 
Other revenues 814 841 3.3 5520 5,849 6.0 


| Total budgetary revenues 15,945 14,778 -7.3 Oe Pe 86,211 0.3 
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Table 3 
Budgetary expenses 
September Apri to September 
2002 2003 Change 2002-03 2003-04 Change 
($ millions) (%) ($ millions) (%) 
Transfer payments 
Transfers to persons 
Elderly benefits 2,119 2,244 aye) 12,747 13,324 4.5 
Employment insurance benefits i) [5352 21.8 6,790 i023 3.6 
Total SPY) 35596 11.4 LO oy 20,359 4.2 
Transfers to other levels of government 
Canada Health and Social Transfer 1,550 1,692 9.2 9,300 10,150 9.1 
Fiscal transfers 1,040 989 -4.9 6,220 5,988 -3.7 
Alternative Payments for 
Standing Programs -210 -211 0.5 -1,261 -1,205 -4.4 
Total 2,380 2,470 3.8 14,259 14,933 4.7 
Subsidies and other transfers 
Agriculture 43 I 160.5 229 369 61.1 
Foreign Affairs oT 133 Bal 620 830 Sey 
Health [57 a2 -41.4 Oy 708 -1.3 
Human Resources Development 122 126 3\52) 639 633 -0.9 
Indian and Northern Development 269 281 4.5 2,039 2158 5.8 
Industry and Regional Development 67 103 Det 685 933 36.2 
Other 287 202 -29.6 1055 L212 14.9 
Total 1,042 1,049 0.7 5,984 6,843 14.4 
Total transfer payments 6,65 | TEARS 7.0 39,780 AZ NS5 5.9 
Other program expenses 
Crown corporation expenses 
Canadian Broadcasting Corporation wal oD [es 573 583 Hf! 
Canada Mortgage 
and Housing Corporation 195 166 -14.9 986 1,074 8.9 
Other Ns) [57 Ws) 936 OT 14.6 
Total 425 415 -2.4 2,495 230) 9.4 
Defence 1,110 1,120 0.9 53/03 Sate: PQ 
All other departments and agencies 2,868 2,932 Php! 14,919 16,425 10.1 
Total other program expenses 4,403 4,467 PS Pog A 24,927 7.8 
Total program expenses 11,054 W582 4.8 62,897 67,062 6.6 
Public debt charges O059 DEMIS) -4.5 Noy eee 17567 -4.5 


Total budgetary expenses 14,109 14,501 Zs 81,289 84,629 4.1 


The Fiscal Monitor 


Table 4 
Budgetary balance and financial source/requirement 


September April to September 
2002 2003 2002-03 2003-04 
($ millions) 
Budgetary balance (deficit/surplus) 1,836 pH, 4,633 1582 
Non-budgetary transactions 
Capital investing activities -150 -93 -900 -800 
Other investing activities -476 -732 -292 -761 
Other activities 
Accounts payable, receivables, 
accruals and allowances 944 1,671 -8,434 -12,738 
Foreign exchange activities 1,316 -219 363 168 
Amortization of tangible capital assets 239 222 1,437 1,426 
Total other activities 2,499 1,574 -6,634 -11,144 
Total non-budgetary transactions 1,873 749 -7,826 -12,705 
Net financial source/requirement 3,709 1,026 -3,193 =1t123 


Table 5 
Financial source/requirement and net financing activities 


September April to September 
2002 2003 2002-03 2003-04 
($ millions) 
Net financial source/requirement 3,109 1,026 -3,193 Slt 
Net increase (+)/decrease (-) in financing activities 
Unmatured debt transactions 
Canadian currency borrowings 
Marketable bonds -7,449 -3,758 -8,317 -7,101 
Treasury bills 2150) -2,200 8,000 7,500 
Canada Savings Bonds -51 -74 -530 -652 
Other -5 -| -12 173 
Total -6,955 -6,033 -859 -80 
Foreign currency borrowings -63 -325 -2,045 -48 
Total -7,018 -6,358 -2,904 -128 
Pension and other accounts -692 321 -1,927 524 
Net change in financing activities -7,710 -6,037 -4,831 396 
Change in cash balance -4,001 -5,011 -8,024 -10,727 
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Table 6 
Condensed statement of assets and liabilities 
March 31, 2003 September 30, 2003 Change 
($ millions) 
Liabilities 
Accounts payable, accruals and allowances 79,384 65,194 -14,190 


Interest-bearing debt 
Unmatured debt 
Payable in Canadian dollars 


Marketable bonds 288,245 281,144 -7,101 
Treasury bills 104,411 LiL Ott 7,500 
Canada Savings Bonds 22,584 2A932 -652 
Other Rows! 3,544 173 
Subtotal 418,611 418,531 -80 
Payable in foreign currencies 21,141 21,093 -48 
Total unmatured debt 439,752 439,624 -128 
Pension and other accounts 

Public sector pensions 125,708 127,107 1,399 
Other employee and veteran future benefit 38,844 38,845 | 
Canada Pension Plan (net of securities) 7,093 6,427 -666 
Other pension and other accounts 9,359 9,138 -221 
Total pension and other accounts 181,004 181,516 Sil 
Total interest-bearing debt 620,756 621,140 384 
Total liabilities 700,140 686,332 -13,807 

Financial assets 
Cash and accounts receivable 62,626 S075) P25 
Foreign exchange accounts 48,950 48,782 -168 
Loans, investments and advances (net of allowances) 23,748 24,509 761 
Total financial assets 135,324 123-542 -11,782 
Net debt 564,816 562,790 -2,023 
Non-financial assets 54,240 53,796 -444 
Federal debt (accumulated deficit) 510,576 508,994 -1,582 


For additional copies or subscription inquiries, please contact the Distribution Centre at (613) 995-2855. 
For other inquiries about this publication, contact Peter DeVries at (613) 996-7397. 

Also available on the Internet (including advance tentative release dates) at www.fin.gc.ca. 
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Highlights 


October 2003: budgetary deficit of $947 million 


There was a budgetary deficit of $947 million in October 2003, $524 million higher than the restated 
deficit of $423 million in October 2002. The increase in the deficit, on a year-over-year basis, was mainly 


due to higher program expenses (up $396 million). 


April to October 2003: budgetary surplus of $635 million 


The budgetary surplus is estimated at $635 million for the April to October 2003 period, down $3.6 billion 
from the restated surplus of $4.2 billion reported in the same period of 2002-03. Budgetary revenues were 
up marginally, $0.2 billion or 0.2 per cent. This largely reflects the recent economic weakness due to a 
number of domestic shocks that have hit the Canadian economy. Program expenses were up $4.6 billion, 
or 6.2 per cent, primarily due to new spending initiatives announced in recent budgets. Public debt charges 
were down $0.8 billion, or 3.9 per cent, reflecting lower interest rates. 


October 2003: budgetary results 


The October 2003 budgetary deficit of 
$947 million was $524 million higher than the 
deficit of $423 million reported in October 2002. 


On a year-over-year basis, budgetary revenues, 
at $13.2 billion, were down $0.1 billion, or 

1.1 per cent, as higher personal and corporate 
income tax revenues were more than offset by 
declines in the other major revenue components. 


¢ Personal income tax revenues increased 
$0.2 billion, or 3.3 per cent, reversing the 
decline witnessed in the previous month. 


¢ Corporate income tax revenues were up 
$0.1 billion, or 6.1 per cent, due to higher 
gross installment payments. As noted in the 
2003 budget, the data to convert corporate tax 
revenues to accrual are not available in order 
to present the financial statements in a timely 
manner. As such, cash is used as a proxy for 
the accrual numbers. 
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¢ Total excise taxes and duties decreased by 
$0.3 billion, or 6.4 per cent. Goods and services 
tax (GST) revenues declined $0.2 billion, or 
7.2 per cent. Healthy growth in gross receipts 
from domestic sales was offset by a sharp 
decline in GST collected on imported goods and 
higher refunds and rebates. The year-over-year 
increase in refunds is primarily attributable to 
timing considerations in 2002 and should be 
reversed before the end of the fiscal year. 
Customs import duties were also down, 
reflecting a decline in taxable imports, while 
sales and excise taxes were virtually unchanged 
from October 2002. 


¢ Employment insurance (EI) premiums were 
4.7 per cent lower, as the impact of the 
reduction in premium rates (the employee rate 
for 2003 is $2.10 per $100 of insurable earnings 
compared to $2.20 in 2002) more than offset 
the increase in employment and therefore in 
the numberof Canadians paying premiums. 
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¢ Other revenues, consisting of revenues from 
Crown corporations, sales of goods and services 
and foreign exchange revenues, decreased 
9.3 per cent. This category of revenues is quite 
volatile on a monthly basis. 


On a year-over-year basis, program expenses in 
October 2003 were $0.4 billion, or 3.8 per cent, 
higher than in October 2002. Transfer payments 
were 6.4 per cent higher while other program 
expenses were down 0.6 per cent. 


Transfer payments increased by $0.4 billion, or 
6.4 per cent, on a year-over-year basis. 


¢ Major transfers to persons, consisting of elderly 
and EI benefits, were up $0.1 billion, or 
4.4 per cent. Elderly benefits increased 
5.1 per cent due to both higher average benefits, 
which are indexed to changes in consumer 
prices, and an increase in the number of 
individuals eligible for benefits. EI benefit 
payments were up 3.0 per cent, primarily 
reflecting higher average benefits and an 
increase in the number of beneficiaries. 


¢ Major transfers to other levels of government, 
consisting of the Canada Health and Social 
Transfer (CHST), fiscal transfers and Alternative 
Payments for Standing Programs, were up 
5.7 per cent. The year-over-year increase is 
primarily attributable to higher CHST cash 
transfers, reflecting the February 2003 
agreement reached by first ministers to increase 
funding from $18.6 billion in 2002-03 to 
$20.3 billion in 2003—04. Fiscal transfers, 
which consist of equalization, payments to the 
territorial governments, statutory subsidies and 
recoveries under the Youth Allowance Recovery 
Program, were also higher, primarily reflecting 
higher equalization entitlements. 


¢ Subsidies and other transfers increased 
$0.2 billion, or 13.8 per cent, primarily 
reflecting higher health transfers as a result 
of recent budget measures. 


Other program expenses consist of operating 
expenses for departments and agencies, 
including defence and Crown corporations. 

On a year-over-year basis, these expenses were 
down 0.6 per cent. Within this component, 


Crown corporation expenses declined by 

11.8 per cent, primarily due to the timing of 
payments. Defence expenses increased 

25.4 per cent, in part reflecting increases 
announced in recent budgets. All other 
departmental and agency expenses were lower. 


Public debt charges were down marginally. 


April to October 2003: budgetary results 


In the first seven months of the 2003-04 

fiscal year, there was a budgetary surplus of 
$635 million—a year-over-year decline of 

$3.6 billion from the restated surplus of 

$4.2 billion reported in the same period last year. 
The lower surplus reflects the weakness in 
economic activity due to a series of shocks that 
have hit the Canadian economy, as well as the 
impact of spending initiatives and tax reduction 
measures announced in previous budgets. 


On a year-over-year basis, budgetary revenues 
were up $0.2 billion, or 0.2 per cent. 


¢ Personal income tax revenues were up 

$0.7 billion, or 1.5 per cent. This increase 1s 
attributable to higher tax remittances from 
employment income, as employment, and 
therefore the number of Canadians paying taxes, 
was up over last year. The net impact of this 
increase was somewhat dampened by lower 
remittances from quarterly filers and the impact 


Revenues and expenses 
(April to October 2003) 
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of tax reduction measures announced in 
previous budgets. On balance, the growth in 
personal income taxes to date is in line with 
the growth in wages and salaries, adjusted for 
the impact of budget measures. 


* Corporate income taxes decreased $0.1 billion, 
or 1.1 per cent. Although gross receipts were 
essentially unchanged from the same period last 
year, refunds were higher. 


* Excise taxes and duties were down $0.6 billion, 
primarily due to a 3.6-per-cent decline in GST 
revenues. So far this year, weakness in gross 
receipts from imports has offset much of the 
growth in gross receipts from domestic sales. 
Refunds were also up as refunds in 2002 were 
unusually low because of timing considerations. 
As a result, over the course of the fiscal year 
GST revenues are expected to grow more in line 
with the applicable tax base. Sales and excise 
taxes were up marginally, while customs import 
duties were lower, reflecting lower imports 
subject to import duties. 


¢ EI premiums were slightly lower, as the 
reduction in premium rates more than offset 
the impact of the increase in the number of 
people employed. 


¢ Other revenues were up 4.1 per cent. 
On a year-over-year basis, program expenses in the 


April to October 2003 period were up $4.6 billion, 
or 6.2 per cent, over the same period last year. 


Budgetary balance 
$ billions % of GDP 
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Transfer payments increased by $2.8 billion, or 
6.0 per cent. 


¢ Major transfers to persons, consisting of elderly 
and EI benefits, were up $1.0 billion, or 
4.2 per cent. Elderly benefits increased 
4.6 per cent, reflecting an increase in average 
benefits and the number of people eligible to 
receive benefits. EI benefits were up 3.5 per cent 
due to a rise in the number of beneficiaries as 
well as an increase in average weekly benefits. 


¢ Major transfers to other levels of government 
increased by $0.8 billion, or 4.9 per cent, 
primarily reflecting higher entitlements 
under the CHST program. 


* Subsidies and other transfers increased by 
$1.0 billion, or 14.3 per cent, primarily 
reflecting the impact of budget measures and 
increased financial assistance to farmers. 


Other program expenses increased by $1.8 billion, 
or 6.6 per cent, with all components higher. The 
increases in Crown corporation expenses, defence 
and all other departmental and agency program 
expenses are primarily due to the impact of 
increased operating costs as well as policy 
initiatives announced in previous budgets. 


Public debt charges were down $0.8 billion, 
or 3.9 per cent, reflecting lower interest rates. 


Federal debt (accumulated deficit) 
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Financial requirement of $10.8 billion 
for April to October 2003 


The budgetary balance is presented on a full 
accrual basis of accounting, recording government 
assets and liabilities when they are receivable or 
incurred, regardless of when the cash is received or 
paid. In contrast, the financial source/requirement 
measures the difference between cash coming in to 
the Government and cash going out. This measure 
is affected not only by changes in the budgetary 
balance but also by the cash source/requirement 
resulting from the Government’s investing 
activities through its acquisition of capital assets 
and its loans, financial investments and advances, 
as well as from other activities, including payment 
of accounts payable and collection of accounts 
receivable, foreign exchange activities, and the 
amortization of its tangible capital assets. The 
difference between the budgetary balance and 
financial source/requirement is recorded in 
non-budgetary transactions. 


Non-budgetary transactions resulted in a net 
requirement of $11.4 billion in the first seven 
months of 2003-04, up $2.5 billion from the 
requirement in the same period last year. This 
primarily reflects cash transfers to the trust funds 
established in the 2003 budget for the CHST 

cash supplement ($2.5 billion) and the 
Diagnostic/Medical Equipment Fund ($1.5 billion). 
The liability for these trust transfers was 
established in 2002-03 and affected the budgetary 
balance in that year. Therefore the cash payments 
have no impact on the budgetary balance this year. 


With a budgetary surplus of $0.6 billion and a net 
requirement of $11.4 billion from non-budgetary 

transactions, there was a financial requirement of 
$10.8 billion in the April to October 2003 period. 


Net financing activities up $0.3 billion 


This financial requirement of $10.8 billion was 
financed by a reduction in the Government’s cash 
balances of $10.5 billion and an increase of 

$0.3 billion in net financing activities through 

a net increase in unmatured debt transactions and 
liabilities to the pension and other accounts. 


The level of cash balances varies from month to 
month based on a number of factors including 
periodic large debt maturities, which can be quite 
volatile on a monthly basis. Cash balances at 

the end of October stood at $4.2 billion. 


Note to readers 


Beginning with the April 2003 Fiscal Monitor, 
the financial results are presented on a full 
accrual basis of accounting. This has necessitated 
a recasting of the previously published 

monthly financial results for 2002-03. It has 

also resulted in a number of classification 

and terminology changes. 


In the 2003 budget the Government implemented 
its commitment to present its financial statements 
on a full accrual accounting basis. Previously the 
Government’s financial statements were prepared 
under modified accrual accounting. Full accrual 
accounting provides a more comprehensive 
reporting of assets and liabilities and a more 
transparent picture of the Government’s financial 
position. Under full accrual, the budgetary balance 
is now more reflective of current economic 
developments, rather than being influenced by 
prior-year developments. It is the accounting 
standard recommended for senior levels of 
government in Canada by the Public Sector 
Accounting Board of the Canadian Institute of 
Chartered Accountants and has been strongly 
recommended by the Auditor General of Canada 
and the House of Commons Standing Committee 
on Public Accounts. 


The shift to full accrual accounting primarily 
affects tax revenues and non-financial, or capital, 
assets. Tax revenues are now accounted for in the 
period to which they relate, not when they are 
received, as was the case under modified accrual. 
Under full accrual, the costs of capital assets are 
now being spread over the useful lives of these 
assets. Under modified accrual, such costs were 
recognized in the year of purchase. For more 
information on the implementation and effects of 
full accrual accounting, please refer to Annex 6 
of The Budget Plan 2003, which is available 

at www.fin.gc.ca. 
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Table | 
Summary statement of transactions 


October April to October 


2002 2003 2002-03 2003-04 


($ millions) 


Budgetary transactions 


Revenues 13,331 Soto r 99,252 99,403 
Expenses 
Program expenses -10,550 -10,946 -73,447 -78,008 
Public debt charges -3,204 3,192 -21,596 -20,760 
Budgetary balance (deficit/surplus)' -423 -947 4,209 635 
Non-budgetary transactions -1,047 1320 -8,871 -11,386 
Financial source/requirement -1,470 SHS -4,662 -10,751 
Net change in financing activities u33 -129 -4,098 267 
Net change in cash balances -737 244 -8,760 -10,484 
Cash balance at end of period 3,189 4,217 


Note: Positive numbers indicate net source of funds. Negative numbers indicate net requirement for funds. 


' Under modified accrual, a surplus of $126 million was recorded for October 2002. 


Table 2 
Budgetary revenues 
October April to October 
2002 2003 Change 2002—03 2003-04 Change 
($ millions) (%) ($ millions) (%) 
Tax revenues 
Income taxes 
Personal income tax 5,688 5,874 Be) 45,022 45,688 125 
Corporate income tax 15322 1,402 6.1 10,194 10,078 =a 
Other income tax revenue 2a4 220 -6.0 1,463 1,570 168) 
Total income tax 7,244 7,496 3.5 56,679 37-330 1.2 
Excise taxes and duties 
Goods and services tax 2,946 2,133 -7.2 05 16,940 -3.6 
Customs import duties 274 233 -15.0 1,892 1,778 -6.0 
Sales and excise taxes 815 815 0.5 5,591 5,685 (7 
Air Travellers Security Charge 40 33 -25.0 218 245 12.4 
Total excise taxes and duties 4,075 3,814 -6.4 25,266 24,648 -2.4 
Total tax revenues 113319 L310 -0.1 81,945 81,984 0.0 
Employment insurance premiums 25 1,167 -4.7 11,001 10,857 -1.3 
Other revenues 787 ike -9,3 6,305 6,563 an 


Total budgetary revenues 137351 391 -1.1 D922 99,403 0.2 
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Table 3 
Budgetary expenses 


October April to October 
2002 2003 Change 2002-03 2003-04 Change 
($ millions) (%) ($ millions) (%) 
Transfer payments 
Transfers to persons 
Elderly benefits 2,161 2,201 al 14,908 15,595 4.6 
Employment insurance benefits 983 BO 3.0 eile) 8,047 3a) 
Total 3,144 3,203 4.4 22,681 23,642 4.2 
Transfers to other levels of government 
Canada Health and Social Transfer 1,550 1,692 Oe 10,850 11,842 Ou 
Fiscal transfers 942 988 4.9 TAG1 6,976 -2.6 
Alternative Payments for 
Standing Programs -210 -269 28.1 -1,471 -1,475 0.3 
Total 22 oD 2,411 =| 16,540 17,343 4.9 
Subsidies and other transfers 
Agriculture 29 4] 41.4 258 410 58.9 
Foreign Affairs 130 ihe) 5.4 750 967 28.9 
Health 101 270 167.3 818 978 19.6 
Human Resources Development 132 133 0.8 nl 766 -0.6 
Indian and Northern Development 308 387 25.6 PNG 2,544 8.4 
Industry and Regional Development 261 229 -12.3 945 1162 23.0 
Other Mes) A8 -63.9 1,186 Loe 6.0 
Total 1,094 1,245 13e6 POTD 8,084 14.3 
Total transfer payments 6,520 6,939 6.4 46,296 49,069 6.0 
Other program expenses 
Crown corporation expenses 
Canadian Broadcasting Corporation 2 96 4.3 665 679 oR| 
Canada Mortgage and 
Housing Corporation 149 149 0.0 Ia las) L222 7.8 
Other 250 188 -24.8 Iles) 1,262 6.5 
Total 49] 433 -11.8 2,985 3,164 6.0 
Defence 863 1,082 25.4 6,567 6,856 4.4 
All other departments and agencies 2,676 2,492 -6.9 17,599 18,919 TS 
Total other program expenses 4,030 4,007 -0.6 Pee Now| 23,934 6.6 
Total program expenses 10,550 10,946 3.8 73,447 78,008 6.2 
Public debt charges 3,204 3,192 -0.4 216996 20,760 -3.9 
Total budgetary expenses 13,754 14,138 USS 95,043 98,768 329 
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Table 4 
Budgetary balance and financial source/requirement 
October April to October 
2002 2003 2002-03 2003-04 
($ millions) 
Budgetary balance (deficit/surplus) -423 -947 4,209 635 
Non-budgetary transactions 
Capital investing activities -259 -183 -1,159 -983 
Other investing activities -134 168 -426 -593 


Other activities 
Accounts payable, receivables, accruals 


and allowances 393 481 -8,039 -12,258 
Foreign exchange activities -1,284 548 -921 716 
Amortization of tangible capital assets 237 306 1,674 NAT 
Total other activities -654 15335 -7,286 -9,.810 

Total non-budgetary transactions -1,047 13320 -8,871 -11,386 
Net financial source/requirement -1,470 Sys -4,662 -10,751 
Table 5 
Financial source/requirement and net financing activities 
October April to October 
2002 2003 2002-03 2003-04 


($ millions) 
Net financial source/requirement -1,470 373 -4,662 -10,751 
Net increase (+)/decrease (-) in financing activities 


Unmatured debt transactions 
Canadian currency borrowings 


Marketable bonds -1,693 578 -10,011 -6,524 
Treasury bills 1,650 -400 9,650 7,100 
Canada Savings Bonds -105 -86 -635 -738 
Other -| -] -14 17 

Total -149 91 -1,010 10 
Foreign currency borrowings 906 -207 -1,138 -255 
Total Tiel -116 -2,148 -245 
Pension and other accounts -24 -13 -1,950 512 
Net change in financing activities 133 -129 -4,098 267 


Change in cash balance -737 244 -8,760 -10,484 
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Table 6 
Condensed statement of assets and liabilities 


March 31, 2003 October 31, 2003 Change 7 
($ millions) 
Liabilities 
Accounts payable, accruals and allowances 79,384 66,901 -12,483 
Interest-bearing debt 
Unmatured debt 
Payable in Canadian dollars 
Marketable bonds 288,245 281,721 -6,524 
Treasury bills 104,411 ATs tat 7,100 
Canada Savings Bonds 22,5084 21,846 -738 
Other Bre whl 8,545 172 
Subtotal 418,611 418,621 10 
Payable in foreign currencies 21,141 20,886 -255 
Total unmatured debt 439,752 439,507 -245 
Pension and other accounts 
Public sector pensions 125,708 Pat? 1,604 
Other employee and veteran future benefits 38,844 38,845 1 
Canada Pension Plan (net of securities) 7,093 6.172 -92] 
Other pension and other accounts ye 9,188 -171 
Total pension and other accounts 181,004 Ikon Folk: ob 
Total interest-bearing debt 620,756 6215023 267 
Total liabilities 700,140 687,924 =( 2217 
Financial assets 
Cash and accounts receivable 62,626 51,997 -10,629 
Foreign exchange accounts 48,950 48,233 -717 
Loans, investments and advances (net of allowances) 2a AS 24,341 593 
Total financial assets 35324 A oT! -10,753 
Net debt 564,816 563.553 -1,462 
Non-financial assets 54,240 53,412 -828 
Federal debt (accumulated deficit) S10 576 509,941 -635 


For additional copies or subscription inquiries, please contact the Distribution Centre at (613) 995-2855. 
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Highlights 


November 2003: budgetary surplus of $132 million 


There was a budgetary surplus of $132 million in November 2003, virtually unchanged from the 

restated surplus of $136 million in November 2002. On a year-over-year basis, higher budgetary revenues 
(up $0.4 billion) and lower public debt charges (down $0.3 billion) virtually offset an increase in program 
expenses (up $0.8 billion). 


April to November 2003: budgetary surplus of $767 million 


The budgetary surplus is estimated at $767 million for the April to November 2003 period, down 

$3.6 billion from the surplus of $4.3 billion reported in the same period of 2002-03. Budgetary revenues 
were up marginally, $0.6 billion or 0.5 per cent, a reflection of the economic weakness in the first half 
of 2003 due to a number of domestic shocks that hit the Canadian economy. Program expenses were up 
$5.3 billion, or 6.4 per cent, primarily due to new spending initiatives announced in recent budgets. 
Public debt charges were down $1.2 billion, or 4.6 per cent, reflecting lower interest rates. 


November 2003: budgetary results ¢ Excise taxes and duties decreased by 
$0.2 billion, or 4.2 per cent. Goods and services 
tax (GST) revenues declined $0.2 billion, or 
6.5 per cent. Gross receipts declined for both 
domestic sales and imported goods. Refunds 
were also up, reflecting timing considerations. 
Customs import duties were down, while sales 


and excise taxes were up $0.1 billion. 


The November 2003 budgetary surplus of 
$132 million was virtually unchanged from the 
$136-million surplus reported in November 2002. 


On a year-over-year basis, budgetary revenues, at 
$13.7 billion, were up $0.4 billion, or 3.3 per cent, 
led by a 22.2-per-cent increase in corporate 


income taxes. e Employment insurance (EI) premiums were 


¢ Personal income tax revenues increased 


$0.2 billion, or 2.4 per cent, due to higher tax 
remittances from employment income, 
resulting from an increase in the number 

of people employed. 


Corporate income tax revenues were up 

$0.3 billion, or 22.2 per cent, due entirely to 
lower refunds in November 2003 compared to 
November 2002. As noted in the 2003 budget, 
the data to convert corporate tax revenues 

to accrual are not available in order to present 
the financial statements in a timely manner. 
As such, cash is used as a proxy for the 
accrual numbers. 


up marginally, as higher employment relative 
to November 2002, and therefore an increase 
in the number of Canadians paying premiums, 
offset the reduction in premium rates (the 
employee rate for 2003 is $2.10 per $100 of 
insurable earnings compared to $2.20 in 2002). 


Other revenues, consisting of revenues from 
Crown corporations, sales of goods and services 
and foreign exchange revenues, increased 

18.4 per cent. This category of revenues is 

quite volatile on a monthly basis. 
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On a year-over-year basis, program expenses 
in November 2003, at $10.7 billion, were 
$0.8 billion, or 7.6 per cent, higher than in 
November 2002. Transfer payments were 
10.3 per cent higher while other program 
expenses were up 2.8 per cent. 


Transfer payments increased by $0.7 billion, 
or 10.3 per cent, on a year-over-year basis. 


¢ Major transfers to persons, consisting of 
elderly and EI benefits, were up $0.3 billion, 
or 10.3 per cent. Elderly benefits increased 
4.8 per cent due to both higher average benefits, 
which have risen because of higher inflation 
earlier in 2003, and an increase in the number 
of individuals eligible for benefits. EI benefit 
payments were up 21.5 per cent, as 
November 2003 included one more payment 
cycle than in November 2002. 


¢ Major transfers to other levels of government, 
consisting of the Canada Health and Social 
Transfer (CHST), fiscal transfers and 
Alternative Payments for Standing Programs, 
were up 10.0 per cent. The year-over-year 
increase is primarily attributable to higher 
CHST cash transfers, reflecting the February 
2003 agreement reached by first ministers to 
increase funding from $18.6 billion in 2002—03 
to $20.3 billion in 2003-04. Fiscal transfers, 
which consist of equalization, payments to the 
territorial governments, statutory subsidies and 
recoveries under the Youth Allowance Recovery 
Program, were up 9.6 per cent. Equalization 
entitlements, the largest component of fiscal 
transfers, are based on the most recent official 
estimates. The monthly results for 2002-03 
reflect final entitlements and prior-year 
adjustments as recorded in the Public Accounts 
of Canada 2003. The monthly results for 
2003-04 are based on the official estimates 
as of September 2003. 


e Subsidies and other transfers increased 
$0.1 billion or 10.7 per cent, with most of the 
increase attributable to higher agricultural 
payments under the Farm Income Protection Act 
and the timing of transfers by Industry Canada 
and regional development agencies. 


Other program expenses consist of operating 
expenses for departments and agencies, 

including defence and Crown corporations. 

On a year-over-year basis, these expenses were up 
2.8 per cent, as increases in defence spending and 
transfers to Crown corporations more than offset 
a decline in all other departmental and agency 
expenses. The decline in all other departmental 
and agency expenses was attributable to one less 
working day in November 2003 compared to 
November 2002. 


Public debt charges were down 9.8 per cent, 
primarily reflecting a decline in the average 
effective interest rate on interest-bearing debt. 


April to November 2003: budgetary results 


In the first eight months of the 2003-04 fiscal 
year, there was a budgetary surplus of $767 
million—a year-over-year deterioration of $3.6 
billion from the surplus of $4.3 billion reported in 
the same period of 2002-03. The lower surplus 
reflects the impact on revenues of the weakness in 
economic activity due to a series of shocks that 
have hit the Canadian economy. It also reflects the 
impact of spending initiatives and tax reductions 
announced in previous budgets. 


On a year-over-year basis, budgetary revenues, 
at $113.1 billion, were up $0.6 billion, or 
OS percent. 


Revenues and expenses 
(April to November 2003) 


$ billions 


Revenues Expenses 


Subsidies and 
other transfers 


Transfers to other 
levels of gov't 


Other revenues 9.3 


Corporate 
income taxes ~ 


El premiums 11.9 


9.3 


19.6 


23.7 Public 
Excise taxes 5, , debt charges 


and duties ~~ 


2 Transfers 
“ to persons 


Personal 52.2 


income taxes 32.6 Other program 


expenses 


113.4 112.4 


e Personal income tax revenues were up 

$0.8 billion, or 1.6 per cent, due to higher 

tax remittances from employment income, 

as employment, and therefore the number of 
Canadians paying taxes, was up over last year. 
The net impact of this increase in taxes from 
employment income was dampened by lower 
remittances from quarterly filers and the 
impact of tax reduction measures announced 
in previous budgets. On balance, the growth in 
personal income taxes to date is in line with 
the growth in wages and salaries, adjusted for 
the impact of the budget measures. 


Corporate income taxes increased $0.2 billion, 
or 1.5 per cent, due to lower refunds. 


Excise taxes and duties were down $0.8 billion, 
primarily because of a 3.9-per-cent decline in 
GST revenues. So far this year, weakness in 
gross receipts from imports has offset much 

of the growth in gross receipts from domestic 
sales. Refunds were also up as refunds in 2002 
were unusually low because of timing 
considerations. In the final quarter of the fiscal 
year, these timing factors are expected to be 
unwound so that for the year as a whole, GST 
revenues are expected to grow in line with the 
applicable tax base. Sales and excise taxes were 
up 2.9 per cent, while customs import duties 
were lower, reflecting lower imports subject 

to import duties. 


Budgetary balance 

$ billions % of GDP 

30 6 
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Sources: Department of Finance and Statistics Canada. 
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e EI premiums were slightly lower, as the 
reduction in premium rates more than offset 
the impact of the increase in the number 
of people employed. 


¢ Other revenues were up 5.6 per cent. 


On a year-over-year basis, program expenses in the 
April to November 2003 period, at $88.7 billion, 
were up $5.3 billion, or 6.4 per cent, over the same 
period of 2002-03. 


Transfer payments increased by $3.4 billion, or 
6.5 per cent. 


e Major transfers to persons, consisting of 
elderly and EI benefits, were up $1.3 billion, 
or 5.0 per cent. Elderly benefits increased 
4.6 per cent, while EI benefits were up 
5.7 per cent due to a rise in the number 
of beneficiaries and an increase in average 
weekly benefits. 


e Major transfers to other levels of government 
increased by $1.0 billion, or 5.4 per cent, 
primarily reflecting higher entitlements 
under the CHST program. 


e Subsidies and other transfers increased 
by $1.1 billion, or 13.8 per cent, primarily 
reflecting the impact of budget measures and 
increased financial assistance to farmers. 


Federal debt (accumulated deficit) 


$ billions % of GDP 
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Other program expenses increased by $1.9 billion, 
or 6.1 per cent, with all components higher. 

The increases in Crown corporation expenses, 
defence and all other departmental and agency 
program expenses are primarily due to the impact 
of increased operating costs as well as policy 
initiatives announced in previous budgets. 


Financial requirement of $8.2 billion 
for April to November 2003 


The budgetary balance is presented on a full 
accrual basis of accounting, recording government 
assets and liabilities when they are receivable or 
incurred, regardless of when the cash is received or 
paid. In contrast, the financial source/requirement 
measures the difference between cash coming in to 
the Government and cash going out. This measure 
is affected not only by changes in the budgetary 
balance but also by the cash source/requirement 
resulting from the Government’s investing 
activities through its acquisition of capital assets 
and its loans, financial investments and advances, 
as well as from other activities, including payment 
of accounts payable and collection of accounts 
receivable, foreign exchange activities, and 

the amortization of its tangible capital assets. 

The difference between the budgetary balance 

and financial source/requirement is recorded 

in non-budgetary transactions. 


Non-budgetary transactions resulted in a net 
requirement of $8.9 billion in the first eight 
months of 2003-04, up $1.9 billion from the 
requirement in the same period of 2002-03. 

This primarily reflects cash transfers to the trust 
funds established in the 2003 budget for the 
CHST cash supplement ($2.5 billion) and the 
Diagnostic/Medical Equipment Fund ($1.5 billion). 
The liability for these trust transfers was 
established in 2002-03 and affected the budgetary 
balance in that year. Therefore the cash payments 
have no impact on the budgetary balance this year. 


With a budgetary surplus of $0.8 billion and a net 
requirement of $8.9 billion from non-budgetary 
transactions, there was a financial requirement of 
$8.2 billion in the April to November 2003 period. 


Net financing activities up $5.7 billion 


This financial requirement of $8.2 billion was 
financed by a reduction in the Government’s 
cash balances of $2.4 billion and an increase 
of $5.7 billion in net financing activities, 


primarily through an increase in unmatured debt 
transactions, particularly in Treasury bills. The 
level of cash balances varies from month to month 
based on a number of factors including periodic 
large debt maturities, which can be quite volatile 
on a monthly basis. Cash balances at the end 

of November stood at $12.3 billion. 


Note to readers 


Beginning with the April 2003 Fiscal Monitor, 
the financial results are presented on a full 
accrual basis of accounting. This has necessitated 
a recasting of the previously published 

monthly financial results for 2002-03. It has 

also resulted in a number of classification 

and terminology changes. 


In the 2003 budget the Government implemented 
its commitment to present its financial statements 
on a full accrual accounting basis. Previously the 
Government’s financial statements were prepared 
under modified accrual accounting. Full accrual 
accounting provides a more comprehensive 
reporting of assets and liabilities and a more 
transparent picture of the Government’s financial 
position. Under full accrual, the budgetary balance 
is now more reflective of current economic 
developments, rather than being influenced by 
prior-year developments. It is the accounting 
standard recommended for senior levels of 
government in Canada by the Public Sector 
Accounting Board of the Canadian Institute of 
Chartered Accountants and has been strongly 
recommended by the Auditor General of Canada 
and the House of Commons Standing Committee 
on Public Accounts. 


The shift to full accrual accounting primarily 
affects tax revenues and non-financial, or capital, 
assets. Tax revenues are now accounted for in the 
period to which they relate, not when they are 
received, as was the case under modified accrual. 
Under full accrual, the costs of capital assets are 
now being spread over the useful lives of these 
assets. Under modified accrual, such costs were 
recognized in the year-of purchase. For more 
information on the implementation and effects 

of full accrual accounting, please refer to Annex 6 
of The Budget Plan 2003, which is available at 
Www.fin.gc.ca. 
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Table | 
Summary statement of transactions 


November April to November 


2002 2003 2002-03 2003-04 


($ millions) 


Budgetary transactions 


Revenues 135312 13,746 112,568 113,148 
Expenses 

Program expenses -9,958 -10,710 -83,408 -88,718 

Public debt charges -3,218 -2,904 -24,814 -23,663 

Budgetary balance (deficit/surplus)' 136 182 4,346 767 

Non-budgetary transactions 1,869 2,448 -7,002 -8,924 

Financial source/requirement 2,005 2,580 -2,656 -8,157 

_ Net change in financing activities 7,043 5,458 2,942 SeTits 

Net change in cash balances 9,048 8,038 286 -2,439 

Cash balance at end of period 12.236 12,259 


Note: Positive numbers indicate net source of funds. Negative numbers indicate net requirement for funds. 


j? Under modified accrual, a surplus of $332 million was recorded for November 2002. 


Table 2 
Budgetary revenues 
November April to November 
2002 2003 Change 2002-03 2003-04 Change 
| ($ millions) (%) ($ millions) (%) 
_ Tax revenues 
_ Income taxes 
Personal income tax 6,379 6,534 2.4 51,402 523223 1.6 
Corporate income tax 1,292 1,579 Dose 11,486 115657 15 
Other income tax revenue 229 228 -0.4 1,692 1,798 6.3 
Total income tax 7,900 8,341 5.6 64,580 65,678 Lad 
Excise taxes and duties 
Goods and services tax 2,476 Deo4 -6.5 20,042 19,254 -3.9 
Customs import duties 21S 201 -26.9 2,168 We) -8.7 
Sales and excise taxes 794 885 jibes) 6,383 Gor 2.9 
Air Travellers Security Charge 39 Sy -17.9 ew | 276 7.4 
Total excise taxes and duties 3,584 3432 -4.2 28,850 28,080 aire | 
Total tax revenues 11,484 Lis 2 93,430 93,758 0.4 
Employment insurance premiums 1,045 1,046 0.1 12,047 1903 -1.2 
Other revenues 783 927 18.4 7,091 7,487 5.6 


Total budgetary revenues 13312 13,746 She 112,568 113,148 0.5 
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Table 3 
Budgetary expenses 


November April to November 
2002 2003 Change 2002-03 2003-04 Change 
($ millions) (%) ($ millions) (%) 
Transfer payments 
Transfers to persons 
Elderly benefits Pla 2,260 4.8 17,065 17,856 4.6 
Employment insurance benefits 1,059 2S Pale 8,832 9,334 Sef 
Total 3,216 3,547 10.3 25,897 27,190 5.0 
Transfers to other levels of government 
Canada Health and Social Transfer 15550 1,691 9.1 12,400 133533 9.1 
Fiscal transfers 726 796 9.6 7,888 PLIAl -1.5 
Alternative Payments for 
Standing Programs -210 -214 1.9 -1,681 -1,689 OS 
Total 2,066 Mets) 10.0 18,607 19,615 5: 
Subsidies and other transfers 
Agriculture i 1h Bs) Ds 333 524 57.4 
Foreign Affairs 114 112 -1.8 864 1,080 25.0 
Health 155 1 gf 10.3 oS ESO 18:2 
Human Resources Development 119 129 8.4 890 895 0.6 
Indian and Northern Development 300 302 Ox. 2,647 2,846 TS 
Industry and Regional Development 70 142 102.9 1,015 1,304 28.5 
Other Dok 207 -10.4 1,417 1,466 oe 
Total 1,064 1,178 10.7 S139 OR205 13.8 
Total transfer payments 6,346 6,998 LO3 52,643 56,070 65 
Other program expenses 
Crown corporation expenses 
Canadian Broadcasting Corporation 89 130 46.1 754 809 1S 
Canada Mortgage and 
Housing Corporation 2) 146 16.8 1,260 1370 8.7 
Other 129 241 86.8 1,318 1,503 14.0 
Total 343 D7 50.7 3,352 3,682 10.5 
Defence 801 912 13.9 7,368 7,767 5.4 
All other departments and agencies 2,468 2,283 =/25 20,065 21,199 Dee! 
Total other program expenses B.Ol2 Be 2 2.8 30,765 32,648 6.1 
Total program expenses 9,958 10,710 7.6 83,408 88,718 6.4 
Public debt charges 3,218 2,904 -9.8 24,814 23,663 -4.6 
Total budgetary expenses 13,176 13,614 Shae: hOS 222 112,381 3.8 
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Table 4 
Budgetary balance and financial source/requirement 


November April to November 
2002 2003 2002-03 2003-04 


($ millions) 


Budgetary balance (deficit/surplus) 136 132 4,346 767 
Non-budgetary transactions 
Capital investing activities -242 -108 -1,401 -1,091 
Other investing activities -67 178 -493 -415 


Other activities 
Accounts payable, receivables, accruals 


and allowances 854 1,972 -7,184 -10,272 
Foreign exchange activities 1,081 186 160 902 
Amortization of tangible capital assets 243 220 1,916 1G95Z 
Tota! other activities 2,178 23718 -5,108 -7,418 

Total non-budgetary transactions 1,869 2,448 -7,002 -8,924 
Net financial source/requirement 2,005 2,580 -2,656 -8,157 
Table 5 
Financial source/requirement and net financing activities 
November April to November 
2002 2003 2002-03 2003-04 


($ millions) 
Net financial source/requirement 2005 2,580 -2,656 -8,157 
Net increase (+)/decrease (-) in financing activities 


Unmatured debt transactions 
Canadian currency borrowings 


Marketable bonds 6552 -494 -3,459 -7,017 
Treasury bills 250 TAS 12,400 14,850 
Canada Savings Bonds -1,019 -841 -1,654 -1,578 
Other -3 -] : -17 171 

Total 8,280 6,414 TA) 6,426 
Foreign currency borrowings -1,142 -317 -2,280 -573 
Total TASS 6,097 4,990 Shoes: 
Pension and other accounts -95 -639 -2,048 -135 
Net change in financing activities 7,043 5,458 2,942 5,718 


Change in cash balance 9,048 8,038 286 -2,439 
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Table 6 
Condensed statement of assets and liabilities 
March 31, 2003 November 30, 2003 Change 
($ millions) 
Liabilities 
Accounts payable, accruals and allowances 79,384 73,309 -6,075 
Interest-bearing debt 
Unmatured debt 
Payable in Canadian dollars 
Marketable bonds 288,245 281,228 -7,017 
Treasury bills 104,411 119,261 14,850 
Canada Savings Bonds 22,584 21,006 -1,578 
Other SS 3,542 171 
Subtotal 418,611 425,037 6,426 
Payable in foreign currencies Dalat 20,568 -573 
Total unmatured debt 439,752 445,605 5,853 
Pension and other accounts 
Public sector pensions 125,708 127,435 ey 27 
Other employee and veteran future benefits 38,844 38,845 1 
Canada Pension Plan (net of securities) 7,093 5,414 -1,679 
Other pension and other accounts Coe 9,176 -183 
Total pension and other accounts 181,004 180,869 -135 
Total interest-bearing debt 620,756 626,474 5,718 
Total liabilities 700,140 699,783 -358 
Financial assets 
Cash and accounts receivable 62,626 64,478 1,852 
Foreign exchange accounts 48,950 48,048 -902 
Loans, investments and advances (net of allowances) 23,748 24,163 415 
Total financial assets 135,324 136,689 1,365 
Net debt 564,816 563,094 =1L2721 
Non-financial assets 54,240 3359255 -955 
Federal debt (accumulated deficit) 510,576 509,809 -767 
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Highlights 


December 2003: budgetary surplus of $4.4 billion 


There was a budgetary surplus of $4.4 billion in December 2003, up $1.7 billion from the restated surplus 
of $2.8 billion in December 2002. Typically a surplus is recorded in December, reflecting the inclusion 
of quarterly personal income tax remittances and final corporate income tax payments from those 
corporations with a taxation year ending October 31. On a year-over-year basis, budgetary revenues were 
up $2.0 billion, as a $3.3-billion increase in corporate tax revenues offset a decline of $1.3 billion 

in other revenue components. Program expenses were $0.5 billion higher, while public debt charges were 
$0.2 billion lower. 


April to December 2003: budgetary surplus of $5.2 billion 


The budgetary surplus is estimated at $5.2 billion for the April to December 2003 period, down 

_ $1.9 billion from the surplus of $7.1 billion reported in the same period of 2002-03. Budgetary revenues 
were up $2.6 billion, or 2.0 per cent, due to the strength of corporate income taxes. The weakness in other 
revenue sources reflected the economic impacts of a number of domestic shocks that hit the Canadian 
economy in 2003, as well as tax reductions announced in previous budgets. Program expenses were up 
$5.8 billion, or 6.2 per cent, primarily due to new spending initiatives announced in previous budgets. 
Public debt charges were down $1.3 billion, or 4.8 per cent, reflecting lower interest rates. 


_ December 2003: budgetary results They have 60 days after their year-end to make 
settlement payments for any amounts owing. 
As most of the large financial sector 
corporations have an October year-end, their 
improved profitability in 2003 led to large 
settlement payments in December. 


The December 2003 budgetary surplus of 

$4.4 billion was up $1.7 billion from the 
$2.8-billion surplus reported in December 2002, 
as higher corporate income taxes and lower public 
debt charges more than offset declines in other 


revenue sources and higher program expenses. oan ersonal peome lax TeV’ DySECUD 
marginally, primarily reflecting slow growth 


On a year-over-year basis, budgetary revenues, in source deductions. 


at $18.8 billion, were up $2.0 billion, or 
_ 11.9 per cent, led by a $3.3-billion increase 
in corporate income taxes. 


¢ Excise taxes and duties decreased by 
$0.4 billion, or 11.0 per cent. Goods and 
services tax (GST) revenues declined 


* Corporate income tax revenues increased by $0.5 billion, or 17.5 per cent. Gross receipts 
$3.3 billion to $5.1 billion, almost triple the declined for both domestic sales and imported 
level in December 2002. Corporations are goods, while refunds were up, reflecting timing 
required to file monthly instalments based on considerations. Customs import duties were 
either their previous year’s actual tax liability down, while sales and excise taxes were up 


or their current year’s estimated tax liability. $0.1 billion. 


Ei 


Canada 


Ee ff Department of Finance Ministére des Finances 
Canada Canada 
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¢ Employment insurance (EI) premiums were 
down $0.3 billion, as the reduction in premium 
rates offset the increase in employment and thus 
the number of people paying premiums (the 
employee rate for 2003 was $2.10 per $100 of 
insurable earnings compared to $2.20 in 2002). 


¢ Other revenues, consisting of revenues from 
Crown corporations, sales of goods and 
services, and foreign exchange revenues, 
were down $0.5 billion, or 45.4 per cent. 
This category of revenues is quite volatile 
on a monthly basis. 


On a year-over-year basis, program expenses in 
December 2003, at $11.5 billion, were $0.5 billion, 
or 4.9 per cent, higher than in December 2002. 
Transfer payments were 6.2 per cent higher while 
other program expenses were up 2.6 per cent. 


Transfer payments increased by $0.4 billion, or 
6.2 per cent, on a year-over-year basis. 


e Major transfers to persons, consisting of elderly 
and EI benefits, were up 0.5 per cent. Elderly 
benefits increased 7.5 per cent due to both 
higher average benefits, which have risen 
because of higher inflation earlier in 2003, and 
an increase in the number of individuals eligible 
for benefits. EI benefit payments were down 
9.9 per cent, primarily reflecting a decline in 
the number of beneficiaries. 


¢ Major transfers to other levels of government, 
consisting of the Canada Health and Social 
Transfer (CHST), fiscal transfers and Alternative 
Payments for Standing Programs, were up 
8.6 per cent. The year-over-year increase is 
primarily attributable to higher CHST cash 
transfers, reflecting the February 2003 
agreement reached by first ministers to increase 
funding from $18.6 billion in 2002—03 to 
$20.3 billion in 2003—04. Fiscal transfers, 
which consist of equalization, payments to the 
territorial governments, statutory subsidies and 
recoveries under the Youth Allowance Recovery 
Program, were up 5.3 per cent. Equalization 
entitlements, the largest component of fiscal 
transfers, are based on the most recent official 
estimates. The monthly results for 2002—03 
reflect final entitlements and prior-year 
adjustments as recorded in the Public Accounts 


of Canada 2003. The monthly results for 
2003—04 are based on the official estimates as 
of September 2003. 


¢ Subsidies and other transfers increased 
$0.2 billion, or 16.2 per cent, with most 
of the increase attributable to higher 
agricultural payments under the Farm Income 
Protection Act. 


Other program expenses consist of operating 
expenses for departments and agencies, including 
defence and Crown corporations. On a year-over- 
year basis, these expenses were up 2.6 per cent, 
as increases in defence spending and transfers to 
Crown corporations more than offset a decline 

in all other departmental and agency expenses. 
The decline in all other departmental and agency 
expenses was attributable to one less working day 
in December 2003 compared to December 2002. 


Public debt charges were down 6.0 per cent, 
primarily reflecting a.decline in the average 
effective interest rate on interest-bearing debt. 


April to December 2003: budgetary results 


In the first nine months of the 2003-04 fiscal year, 
there was a budgetary surplus of $5.2 billion—a 
year-over-year deterioration of $1.9 billion from 
the surplus of $7.1 billion reported in the same 
period of 2002-03. The lower surplus reflects the 
impact on revenues of the weakness in economic 


Revenues and expenses 
(April to December 2003) 
$ billions 
Revenues Expenses 


Other revenues 10.1 11.9 Subsidies and 


~ other transfers 


Corporate 
income taxes 


El premiums 12.6 


16.8 
219 Transfers to other 


™ levels of gov't 


| c66¢ Public 
Excise taxes 4, 7 : debt charges 
and duties ~ ° 
Transfers 


oe to persons 


Personal 


; 0. 
income taxes pd 


36.7 Other program 
expenses 


132.0 126.8 


activity due to a series of shocks that have hit the 


Canadian economy and the impact of spending 
initiatives and tax reductions announced in 
previous budgets. 


On a year-over-year basis, budgetary revenues, 
at $132.0 billion, were up $2.6 billion, or 
2.0 per cent. 


¢ Personal income tax revenues were up 
$0.9 billion, or 1.4 per cent, due to higher tax 
remittances from employment income, as 
employment, and therefore the number of 


Canadians paying taxes, was up over last year. 


The net impact of this increase in taxes from 
employment income was dampened by the 
impact of tax reduction measures announced 


in previous budgets. On balance, the growth in 
personal income taxes to date is in line with the 


growth in wages and salaries, adjusted for the 
impact of the budget measures. 
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year, these timing factors are expected to be 
unwound so that, for the year as a whole, 
GST revenues are expected to grow in line 
with the applicable tax base. Sales and excise 
taxes were up 3.9 per cent, while customs 
import duties were lower, reflecting lower 
imports subject to import duties. 


* EI premiums were down 3.7 per cent, as the 
reduction in premium rates more than offset 
the impact of the increase in the number 
of people employed. 


¢ Other revenues were down 1.1 per cent. 


On a year-over-year basis, program expenses 
in the April to December 2003 period, at 
$100.2 billion, were up $5.8 billion, or 

6.2 per cent, over the same period of 2002-03. 


Transfer payments increased by $3.9 billion, or 
6:5 per cent, 


¢ Major transfers to persons, consisting of elderly 
and EI benefits, were up $1.3 billion, or 
4.5 per cent. Elderly benefits increased 
4.9 per cent, while EI benefits were up 
3.5 per cent due to a rise in the number of 
beneficiaries and an increase in average 
weekly benefits. 


* Corporate income taxes increased $3.4 billion, 
or 25.6 per cent, due to lower refunds and large 
year-end settlements from the financial sector. 


e Excise taxes and duties were down $1.2 billion, 
primarily because of a 5.7-per-cent decline in 
GST revenues. So far this year, weakness in 
gross receipts from imports has offset the 
modest growth in gross receipts from domestic ¢ Major transfers to other levels of government 
sales. Refunds were also up as refunds in 2002 increased by $1.2 billion, or 5.7 per cent, 
were unusually low because of timing primarily reflecting higher entitlements under 
considerations. In the final quarter of the fiscal the CHST program. 


Budgetary balance Federal debt (accumulated deficit) 


$ billions % of GDP $ billions % of GDP 
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¢ Subsidies and other transfers increased by 
$1.4 billion, or 14.2 per cent, primarily 
reflecting the impact of budget measures and 
increased assistance to farmers. 


Other program expenses increased by $2.0 billion, 
or 5.7 per cent, with all components higher. The 
increases in Crown corporation expenses, defence 
and all other departmental and agency program 
expenses are primarily due to the impact of 
increased operating costs as well as policy 
initiatives announced in previous budgets. 


Financial requirement of $5.7 billion 
for April to December 2003 


The budgetary balance is presented on a full 
accrual basis of accounting, recording government 
assets and liabilities when they are receivable or 
incurred, regardless of when the cash is received 
or paid. In contrast, the financial source/ 
requirement measures the difference between cash 
coming in to the Government and cash going out. 
This measure is affected not only by changes in 
the budgetary balance but also by the cash 
source/requirement resulting from the 
Government’s investing activities through its 
acquisition of capital assets and its loans, 
financial investments and advances, as well as 
from other activities, including payment of 
accounts payable and collection of accounts 
receivable, foreign exchange activities, and the 
amortization of its tangible capital assets. The 
difference between the budgetary balance and 
financial source/requirement is recorded in 
non-budgetary transactions. 


Non-budgetary transactions resulted in a net 
requirement of $10.9 billion in the first nine 
months of 2003-04, up slightly from the 

requirement in the same period of 2002-03. 


With a budgetary surplus of $5.2 billion and a net 
requirement of $10.9 billion from non-budgetary 

transactions, there was a financial requirement of 
$5.7 billion in the April to December 2003 period. 


Net financing activities down $1.7 billion 


This financial requirement of $5.7 billion was 
financed by a reduction in the Government’s cash 
balances of $7.4 billion and a decrease of 

$1.7 billion in net financing activities, primarily 


through a decrease in unmatured debt transactions, 
particularly in marketable bonds. The level of cash 
balances varies from month to month based on a 
number of factors including periodic large debt 
maturities, which can be quite volatile on a 
monthly basis. Cash balances at the end of 
December stood at $7.3 billion. 


Note to readers 


Beginning with the April 2003 Fiscal Monitor, 
the financial results are presented on a full 
accrual basis of accounting. This has necessitated 
a recasting of the previously published monthly 
financial results for 2002—03. It has also 

resulted in a number of classification 

and terminology changes. 


In the 2003 budget the Government implemented 
its commitment to present its financial statements 
on a full accrual accounting basis. Previously the 
Government’s financial statements were prepared 
under modified accrual accounting. Full accrual 
accounting provides a more comprehensive 
reporting of assets and liabilities and a more 
transparent picture of the Government’s financial 
position. Under full accrual, the budgetary balance 
is now more reflective of current economic 
developments, rather than being influenced by 
prior-year developments. It is the accounting 
standard recommended for senior levels of 
government in Canada by the Public Sector 
Accounting Board of the Canadian Institute of 
Chartered Accountants and has been strongly 
recommended by the Auditor General of Canada 
and the House of Commons Standing Committee 
on Public Accounts. 


The shift to full accrual accounting primarily 
affects tax revenues and non-financial, or capital, 
assets. Tax revenues are now accounted for in the 
period to which they relate, not when they are 
received, as was the case under modified accrual. 
Under full accrual, the costs of capital assets are 
now being spread over the useful lives of these 
assets. Under modified accrual, such costs were 
recognized in the year of purchase. For more 
information on the implementation and effects 
of full accrual accounting, please refer to Annex 6 
of The Budget Plan 2003, which is available at 
www.fin.gc.ca. 
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Table | 
Summary statement of transactions 


December April to December 
2002 2003 2002-03 2003-04 


($ millions) 


Budgetary transactions 


Revenues 16,825 18,832 1295393 131,981 
Expenses 
Program expenses -10,968 elle Oi, -94,377 -100,224 
Public debt charges -3,075 -2,890 -27,888 -26,554 
Budgetary balance (deficit/surplus)' 2,782 4,435 7,128 5,203 
Non-budgetary transactions -3,709 -1,984 -10,714 -10,910 
Financial source/requirement -927 2,451 -3,586 -5,707 
Net change in financing activities -7,473 -7,428 -4,530 -1,711 
Net change in cash balances -8,400 -4,977 -8,116 -7,418 
Cash balance at end of period 3,834 TPES | 


Note: Positive numbers indicate net source of funds. Negative numbers indicate net requirement for funds. 


' Under modified accrual, a surplus of $2.9 billion was recorded for December 2002. 


Table 2 
Budgetary revenues 
December April to December 
2002 2003 Change 2002-03 2003-04 Change ; 
($ millions) (%) ($ millions) (%) 
Tax revenues 
Income taxes 
Personal income tax 8,600 8,646 0.5 60,002 60,867 1.4 
Corporate income tax 1,889 5,148 172.5 [S375 16,805 25-6 
Other income tax revenue 256 DURE | -11.3 1,948 2,024 3.9 
Total income tax 10,745 14,021 30.5 Faery 79,696 58 
Excise taxes and duties 
Goods and services tax 2,937 2,423 -17.5 22,979 21,678 =5K7. 
Customs import duties 241 223 =e 2,409 2.201 -8.6 
Sales and excise taxes 801 893 eS TASS 7,464 3.9 
Air Travellers Security Charge 40 36 -10.0 297 a12 oat 
Total excise taxes and duties 4,019 Shee -11.0 32,870 Be655 -3.7 
Total tax revenues 14,764 17,596 192 108,195 ji il lien 2.9 
Employment insurance premiums 985 649 -34.1 13,032 125552 -3.7 
Other revenues 1,076 587 -45.4 8,166 8,078 -1.] 


Total budgetary revenues 165825 18,832 i!) PALES )S) 131,981 2.0 


} 
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Table 3 
Budgetary expenses 


December April to December 
2002 2003 Change 2002-03 2003-04 Change 
($ millions) (%) ($ millions) (%) 
Transfer payments 
Transfers to persons 
Elderly benefits PEWS) 2,268 LS 19,174 203123 4.9 
Employment insurance benefits 1,408 1,268 -9.9 10,239 10,602 3.5 
Total Seow i 33536 0.5 29,413 305725 4.5 
Transfers to other levels of government 
Canada Health and Social Transfer 1550 1,692 9.2 13,950 [S225 9.1 
Fiscal transfers 742 781 Do) 8,630 8,551 -0.9 
Alternative Payments for 
Standing Programs -211 -214 1.4 -1,892 -1,902 0.5 
Total 2,081 2,259 8.6 20,688 21,874 a 
Subsidies and other transfers 
Agriculture Be) 432 1209.1 366 956 161.2 
Foreign Affairs 197 224 ea 1,060 1,304 235.0 
Health 79 83 pi 1,051 BZ32 Mh? 
Human Resources Development 201 92 -54.2 1,091 987 -9.5 
Indian and Northern Development 348 340 -2.3 2,994 Sealey 6.4 
Industry and Regional Development 315 190 -39.7 £330 1,495 12.4 
Other 300 35) 17.0 |WINlks) 1,814 a6 
Total 1,473 Nhe Aes 16.2 9,610 LOO 75 14.2 
Total transfer payments 707 TUM 6.2 SOE 63,574 6.5 
Other program expenses 
Crown corporation expenses 
Canadian Broadcasting Corporation 82 72 -12.2 836 881 5.4 
Canada Mortgage and 
Housing Corporation [59 7 1h 1,419 1,541 8.6 
Other 174 229 S156 1,492 los 16.2 
Total 415 472 13 3,747 4,155 [09 
Defence 909 Om 2 papal) 8,779 6.1 
All other departments and agencies 2513 Peed iG) -2.2 22,644 23,716 4.7 
Total other program expenses 3,897 4,000 2.6 34,666 36,650 a 
Total program expenses 10,968 TSO 4.9 94,377 100,224 6.2 
Public debt charges 3,075 2,890 -6.0 27,888 26,554 -4.8 
Total budgetary expenses 14,043 14,397 Le 1227265 126,778 Sa 
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Table 4 
Budgetary balance and financial source/requirement 


December April to December 
2002 2003 2002-03 2003-04 


($ millions) 


Budgetary balance (deficit/surplus) 2.182 4,435 7,128 5,203 
Non-budgetary transactions 
Capital investing activities -138 -88 -1,541 =179 
Other investing activities -199 -132 -692 -547 


Other activities 
Accounts payable, receivables, accruals 


and allowances -4,242 -3,042 -11,428 -13,317 
Foreign exchange activities 640 1,063 801 1,965 
Amortization of tangible capital assets 230 DAS 2,146 2,168 
Total other activities -3,372 -1,764 -8,48] -9,184 

Total non-budgetary transactions -3,709 -1,984 -10,714 -10,910 
Net financial source/requirement -927 2,451 -3,586 -5,707 
Table 5 
Financial source/requirement and net financing activities 
December April to December 
2002 2003 2002-03 2003-04 


($ millions) 
Net financial source/requirement -927 2,451 -3,586 -5,707 
Net increase (+)/decrease (-) in financing activities 


Unmatured debt transactions 
Canadian currency borrowings 


Marketable bonds -5,398 -5,136 -8,857 -12,154 
Treasury bills -2,250 -2,650 10,150 12,200 
Canada Savings Bonds -3 12 -1,657 -1,566 
Other -| -80 -18 91 

Total -7,652 -7,854 -382 -1,429 
Foreign currency borrowings 18 66 -2,262 -507 
Total -7,634 -7,788 -2,644 -1,936 
Pension and other accounts 161 360 -1,886 275 
Net change in financing activities -7,473 -7,428 -4,530 eee 


_ Change in cash balance -8,400 -4,977 -8,116 -7,418 
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Table 6 
Condensed statement of assets and liabilities 
March 31, 2003 December 31, 2003 Change 
($ millions) 
Liabilities 
Accounts payable, accruals and allowances 79,384 67,393 -11,991 
Interest-bearing debt 
Unmatured debt 
Payable in Canadian dollars 
Marketable bonds 288,245 276,091 -12,154 
Treasury bills 104,411 116,611 12,200 
Canada Savings Bonds 22,584 21,018 -1,566 
Other Seow 3,462 9] 
Subtotal 418,611 417,182 -1,429 
Payable in foreign currencies 21,141 20,634 -507 
Total unmatured debt 439,752 437,816 -1,936 
Pension and other accounts 
Public sector pensions 125,708 127,686 1,978 
Other employee and veteran future benefits 38,844 38,845 1 
Canada Pension Plan (net of securities) 7,093 5,503 -1,590 
Other pension and other accounts SLB) OS -164 
Total pension and other accounts 181,004 181,228 224 
Total interest-bearing debt 620,756 619,044 -1,712 
Total liabilities 700,140 686,437 -13,704 
Financial assets 
Cash and accounts receivable 62,626 56,623 -6,003 
Foreign exchange accounts 48,950 46,985 -1,965 
Loans, investments and advances (net of allowances) 23,748 24,295 547 
Total financial assets 135,324 127,903 -7,421 
Net debt 564,816 558,534 -6,281 
Non-financial assets 54,240 Jobo -1,079 
Federal debt (accumulated deficit) 510,576 505.373 -5,203 


For additional copies or subscription inquiries, please contact the Distribution Centre at (613) 995-2855. 


For other inquiries about this publication, contact Peter DeVries at (613) 996-7397. 


Also available on the Internet (including advance tentative release dates) at www.fin.gc.ca. 


Ce document est également offert en francais. 
February 2004 
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